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PREFACE 


This  study  is  an  institutional  economic  analysis.  The  manufacturers' 
agent  as  a  marketing  institution  is  comprehensively  analyzed  so  as  to 
present  a  picture  of  the  role,  scope,  and  economic  significance  of  this 
type  of  marketing  agency.  The  discussion  also  includes  a  treatment  of 
operating  practices,  procedures,  and  policies.  However,  the  research 
is  not  directed  primarily  toward  providing  agency  management  with  a 
box  of  tools  for  effectively  conducting  operations.  Information  of  this 
nature,  so  far  as  present,  is  necessarily  a  by-product. 

The  research  is  based  primarily  upon  two  types  of  material,  Census 
data  and  case  histories.  Chapters  II,  III,  and  Appendix  A  are  based 
primarily  upon  Census  data  and  present  a  rather  complete  statistical 
picture  of  manufacturers'  agents.  Chapters  IV,  V,. and  VI,  which  relate 
to  business  practices,  are  based  upon  numerous  field  investigations 
of  agents  and  manufacturers  who  use  the  services  of  agents  in 
marketing  their  products.  Chapter  VII  is  devoted  to  summarizing  the 
findings  and  to  conclusions  and  recommendations. 

Completion  of  the  study  was  made  possible  through  an  allocation  of 
services  by  the  Business  Division,  Bureau  of  the  Census,  and  a  grant 
by  the  School  of  Business,  Indiana  University.  I  am  keenly  aware  that 
such  an  undertaking  would  have  been  impossible  without  the  material 
contribution     of     each     and     the     wise     counseling    of    their  officials. 

Moreover,  my  obligations  to  individuals  and  other  organizations  are 
many.  I  have  received  assistance  from  numerous  persons  in  the 
preparation  of  this  research-- so  numerous  as  to  preclude  separate 
mention   of  all.   However,   particular  recognition  must  be  given  a  few. 

My  debt  is  especially  heavy  to  Mr.  John  Albright,  Chief,  Wholesale 
Trade  Section,  Business  Division,  and  other  Census  officials.  Many 
points  would  have  been  omitted  or  treated  less  well  had  it  not  been 
for  their  help. 

I  wish  to  give  special  acknowledgment  for  the  guidance,  encourage- 
ment, and  critical  evaluation  provided  by  my  major  advisor,  Professor 
Albert    Haring    of    the    Marketing  Department  of  Indiana  University. 

Professors  Schuyler  F.  Otteson,  Robert  C.  Turner,  L.  L.  Waters 
and  Dean  A.  M.  Weimer  of  the  Indiana  University  School  of  Business 
were  also  helpful  in  many  ways. 

Finally,  I  am  exceedingly  grateful  for  the  large  amount  of  information 
contributed  by  many  businessmen.  The  preparation  of  the  case  study 
phase  of  this  research  can  truly  be  considered  a  joint  product  in  which 
I  have  pooled  the  thoughts  and  experience  of  many  businessmen  kindred 
to  manufacturers'  agents--top  executives  of  manufacturing  companies, 
sales  managers,  salesmen,  and  agents  themselves.  All  must  unfortu- 
nately remain  anonymous.  Yet  their  willingness  to  contribute  time  and 
knowledge  in  describing  business  practices  has  made  possible  the 
discussion  of  operating  policies  and  procedures. 

While  my  obligations  to  others  are  many,  I  assume  responsibility  for 
the  opinions  and  conclusions  expressed  herein,  and  absolve  the  spon- 
soring organizations  from  any  of  the  shortcomings  which  may  be 
attendant  on  the  study. 

Thomas  A.  Staudt 
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FOREWORD 


This  is  one  of  a  series  of  special  studies  prepared  in  connection  with 
the  1948  Census  of  Business.  The  1948  Business  Census  covered  retail 
trade,  wholesale  trade,  selected  service  businesses,  places  of  amuse- 
ment, and  hotels  ;r.  'he  United  States  and  its  Territories.  The  results 
of  the  1948  Census  were  published  in  a  series  of  formal  reports  to 
which  special  studies  are  now  being  added. 

Special  studies  differ  from  area,  subject,  and  trade  reports  in  that 
the  latter  are  devoted  to  presenting  statistical  tables,  the  texts  being 
limited  for  the  most  part  to  such  explanatory  material  as  is  deemed 
necessary  for  the  correct  understanding  of  the  data.  In  contrast, 
considerable  space  is  devoted  in  the  special  studies  to  analyzing, 
summarizing,  and  appraising  Census  data.  Furthermore,  these  studies 
afford  opportunities  for  additional  re  search  and  for  intensive  treatment 
of  limited  segments  of  business,  or  of  Census  methodology  for 
measuring  business  activities. 

Census  volumes  and  trade  reports  were  prepared  by  a  small  staff  of 
personnel  trained  in  census  taking.  In  the  special  study  program,  it 
was  possible  to  combine  the  services  of  consultants,  marketing 
specialists  and  others  outside  of  the  Bureau's  regular  staff  with  the 
experience  of  those  versed  in  Census  techniques.  Arrangements  with 
outside  specialists  and  advanced  students  of  marketing  were  flexible, 
the  objective  being  to  effect  arrangements  for  promoting  the  best  use 
of  Census  data  at  a  minimum  cost.  In  this  particular  case,  Thomas  A. 
Staudt,  Marketing  Department,  School  of  Business,  Indiana  University, 
was  sworn  as  a  special  agent,  without  compensation,  of  the  Bureau  of 
the  Census  and  granted  the  privilege  of  exploring  Census  data  on 
manufacturers'  agents  for  the  four  Business  Census  years-- 1948, 
1939,  1935,  1929.  Through  mutual  agreement  between  officials  of 
Indiana  University  and  of  the  Census  Bureau,  Dr.  Staudt  added  case 
interview  material  to  Census  data  and  produced  a  dissertation  and  a 
monograph. 

The  study  represents  an  exploratory  effort  to  develop  a  penetrating 
analysis  of  a  segment  of  marketing,  using  non-Census  as  well  as 
Census  data,  and  might  serve  as  a  research  pattern  extendible  to  other 
segments  of  our  distribution  system. 

We  are  pleased  to  add  this  report  to  the  special  studies  series  of 
the  Bureau  of  the  Census.  The  Bureau  assumes  responsibility  for  the 
compilation  and  accuracy  of  the  Census  statistics  presented.  The 
summarizations,  conclusions,  and  recommendations  are  those  of  the 
author,  since  the  Bureau  of  the  Census  has  no  official  position  on  these 
matters. 


Roy  V.  Peel 
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CHAPTER  I 
INTRODUCTION 


The  marketing  task  in  an  industrialized,  interdependent  economy, 
such  as  exists  in  the  United  States,  is  highly  complicated  and  delicately 
balanced.  The  importance  of  marketing  has  advanced  greatly  over  the 
years,  and  there  seems  every  reason  to  assume  that  marketing  will 
become  more  important  in  the  future.  As  the  American  economy 
secularly  advances  to  higher  levels,  with  industry  becoming  more 
specialized  and  capable  of  greater  output,  the  marketing  system  may 
face  an  increasingly  difficult  task  of  moving  goods  from  production  to 
users  and  consumers.  Not  only  will  the  physical  volume  of  goods  to  be 
distributed  increase,  but  the  job  of  efficiently  apportioning  these  goods 
to  markets,  through  time  and  place,  will  become  more  complex  and 
costly. 

To  achieve  the  needed  efficiency  in  the  distributive  system,  continued 
and  increased  emphasis  must  be  placed  on  marketing  research. 
Assuming  the  desirability  of  the  continuance  of  competition  as  the  basis 
of  the  American  economic  order,  the  competitive  machine  must  be 
lubricated  by  the  scientific  analysis  of  its  functioning  parts,  so  that  the 
various  parts  may  operate  speedily  and  with  a  high  degree  of  efficiency. 
The  products  of  our  enterprise  must  move  in  the  desired  quantities,  at 
the  right  time,  to  the  users  of  an  exceedingly  wide  variety  of  commod- 
ities. The  progress  of  understanding  and  improvement  of  the  marketing 
mechanism  depends,  in  large  part,  upon  the  use  and  development  of 
marketing  research. 

One  of  the  broad  and  important  applications  of  marketing  research  is 
in  studies  of  the  various  channels  of  distribution,  for  here  the  largest 
share  of  marketing  costs  are  incurred.  This  study  is  an  institutional 
economic  analysis  relating  to  channels  of  distribution  and  is  concerned 
with  one  type  of  intermediary  in  the  wholesaling  structure- -the 
manufacturers'  agent.  An  attempt  is  here  made  to  analyze,  through 
time,  the  manufacturers'  agent  as  a  marketing  institution,  so  as  to 
paint  a  picture  of  the  role,  scope,  and  economic  significance  of  this  type 
of  marketing  agency. 

The  manufacturers.'  agent  is  a  specialized  marketing  institution. 
Operating  as  a  functional  middleman,  this  agent  accounts  for  approxi- 
mately two  percent  of  all  sales  made  by  wholesale  establishments.1 
Although  the  manufacturers'  agent  has  long  existed  in  the  wholesaling 
structure,  there  has  been  relatively  little  literature  devoted  primarily 
to  his  operations.  The  nature  of  the  agent's  operations  and  his  functions 
are  briefly  described  in  most  elementary  and  advanced  marketing 
texts,  but  there  has  been  little  penetrating  analysis  of  his  operations. 2 

In  addition  to  the  brevity  of  subjective  material,  basic  statistical  data 
have  been  much  more  limited  for  manufacturers'  agents  than  for  other 
types  of  agent  or  merchant  middlemen.  This  lack  of  objective  materials 
can  probably  be  accounted  for  by  the  relatively  small  percentage  of 
total    wholesale    trade    that    is    conducted  by  manufacturers'   agents. 


1  See  Chapter  II. 

2  Throughout   the  remainder  of  the  text,  the  term  "agent"  refers  to 
manufacturers'  agent  unless  otherwise  stated. 
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2    THE  MANUFACTURERS' AGENT  AS  A  MARKETING  INSTITUTION 

Objectives 

The  first  objective  of  the  study  is  to  expand  the  body  of  knowledge 
concerning  manufacturers'  agents,  particularly  with  respect  to  more 
detailed    statistical    information   than  has   previously  been   available. 

The  second  objective  is  to  analyze  the  statistical  evidence  available 
for  the  years  1929  through  1948  and  to  discover,  if  possible,  trends 
with    respect    to    the    competitive   position   of  manufacturers'   agents. 

A  major  portion  of  the  research  involves  a  detailed  statistical 
presentation  of  facts  concerning  manufacturers'  agents.  These  tabular 
data  are  taken  from  information  collected  by  the  Bureau  of  the  Census. 
The  statistical  measures  herein  presented  are  subject  to  the  limita- 
tions faced  by  the  Bureau  in  collecting,  classifying,  and  coding 
information  obtained  from  individual  business  firms.  For  this  reason 
a  limited  appraisal  is  made  of  the  Census  approach,  objectives,  pro- 
cedures, and  findings.  A  complete  evaluation  of  the  Bureau's  program 
could  well  be  the  subject  of  an  extended  study  by  itself.  The  appraisal 
made  here  concerns  only  the  Bureau's  policies  and  procedures  which 
are  believed  pertinent  to  the  study  at  hand. 

Information  is  also  limited  with  respect  to  detailed  analysis  of 
operating  practices,  procedures,  and  policies  of  manufacturers' 
agents.  Statistical  evidence  in  many  areas  is  not  available.  Where 
statistical  information  is  available,  the  operations  of  individual  firms 
may  not  be  clear.  Consequently,  the  fourth  major  objective  of  this 
study  is  to  summarize  and  present  a  body  of  facts  concerning  the 
internal  operations  of  manufacturers'  agents,  including  functions 
performed,  management  policies  and  procedures,  and  cause  and  effect 
of  competitive  relationships. 

A  complete  study  must  also  include  an  inquiry  as  to  what  types  of 
manufacturers  sell  through  manufacturers*  agents.  Certain  observa- 
tions of  this  nature  have  been  made  by  writers  in  the  field  of  marketing. 
It  is  generally  believed  that  the  use  of  a  manufacturers'  agent  is 
justified  when  one  or  more  of  the  following  circumstances  is  present: 

"1.    The  manufacturer  has  limited  financial  resources. 

2.  The   manufacturer  produces   a  single  product  or  narrow  line  of 

goods  of  low  unit  value. 

3.  Distribution  is   desired  in  sparsely  populated  territories,  or  in 

markets     located     at     a     great     distance    from    the    factory. 

4.  The   manufacturer   is   introducing  a  new  product  to  the  market. 

5.  The  manufacturer  desires   a  means   of  securing   entrance  to  a 

certain  group  of  otherwise  unaccessable  prospective  buyers. 

6.  A    manufacturer    has    his    own   sales   force   which  is  operating 

satisfactorily  in  a  limited  territory,  but  wishes  to  expand 
operations  to  other  areas  where  the  expected  sales  volume 
does  not  justify  an  expansion  of  his  own  sales  force. 

7.  Continuous     representation    in    the    market    is    necessary    and 

brokers    and   commission  merchants    cannot  be   used   to   ad- 
vantage."3 
The   last  objective  is  to  evaluate  the  reliability  of  these  conclusions 

and  to  develop,  if  possible,  better,  or  other,  criteria  of  effectively  using 

this  channel  of  distribution. 

Methodology 

The  research  methodology  of  this  study  involves  two  major  ap- 
proaches to  the  collection  of  evidence. 


3  Summarized  and  taken  from  T.  N.  Beckman  &  N.  H.  Engle,  Whole- 
saling, Principles  and  Practices  (rev.  ed;  New  York:  The  Ronald  Press 
Co.,  1949)  p.  296 
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First,  statistical  evidence  has  been  assembled  from  the  United  States 
Bureau  of  the  Census.  This  evidence  falls  into  two  major  classifica- 
tions. 

A.  Tabular  materials  from  published  data  for  census  years  1929, 
1935,  1939,  and  1948. 

B.  Tabular  materials  from  approximately  90,000  special  card 
sorts  and  runs  for  the  census  year  1948.  Also,  useful  materials 
were  developed  for  evaluating  Census  objectives,  procedures, 
and  findings. 

The  second  major  approach  to  the  collection  of  evidence  involves  the 
use  of  case  studies.  Information  concerning  operating  practices,  pro- 
cedures, and  policies  was  obtained  from  field  interviews.  The  case 
method  of  study  is  in  no  way  statistical.  No  attempt  has  been  made  to 
select  a  representative  sample  of  manufacturers'  agents,  nor  do  all  of 
the  operating  practices  and  policies  of  such  agents  necessarily  appear 
in  the  study.  Agents  included  in  the  field  investigation,  however,  were 
selected  by  examining  individual  firm  schedules  on  file  at  the  Bureau 
of  the  Census.  Such  an  examination  of  census  schedules  permitted  the 
selection  of  agents  having  the  age,  size,  and  kind-of-business  char- 
acteristics desired.  Detailed  case  histories  were  obtained  from 
manufacturers'  agents  in  the  following  lines  of  trade:  air  conditioning 
and  commercial  refrigeration,  automotive  accessories,  automotive 
garage  repair  equipment,  building  materials,  builders'  specialties, 
cap  screws  and  bolts,  castings  and forgings,  drug  sundries  and  notions, 
electric  motors,  electrical  supplies,  food  products,  furniture,  hard- 
ware, heating  equipment,  housewares  (electric  and  nonelectric), 
hydraulic  equipment,  labels  and  closures,  machine  tools,  power  plant 
equipment,  radio  and  electronic  components.  A  limited  number  of  case 
studies  from  manufacturers  was  also  collected  to  point  up  the  com- 
petitive advantages,  limitations  and  problems  attendant  to  the  use  of 
an  agent  sales  force.  The  case  histories,  with  one  exception,  were 
obtained  from  firms  located  in  midwe stern  metropolitan  areas  within 
a  radius  of  350  miles  of  Bloomington,  Indiana.  This  regional  restric- 
tion was  made  necessary  because  of  budgetary  limitations.  Since 
many  of  the  cases  have  not  been  and  may  not  be  published,  because  of 
their  confidential  nature,  only  general  reference  to  cases  is  possible. 
For  the  nature  of  the  information  developed  in  each  case,  see  the  case 
study  interview  outlines  included  in  appendix  B. 

In  addition  to  the  two  major  methods  of  attack,  further  information 
about  particular  techniques  has  been  obtained  from  correspondence,  a 
limited  number  of  reference  books,  and  selected  periodicals. 

The  study,  then,  contains  a  statistical  analysis  of  the  quantitative 
and  qualitative  attributes  of  manufacturers'  agents  and  a  case  history 
analysis  of  the  operating  practices,  procedures,  and  policies  of  such 
agents.  Each  portion  is  a  separate  research  unit  in  itself.  The  two 
units  have  been  integrated  and  synthesized  in  an  effort  to  present  a 
comprehensive  picture  of  the  manufacturers'  agent  as  a  marketing 
institution. 

Definition  of  Terms 

The  problem  of  precisely  defining  agent  middlemen  is  difficult.  * 
Apparently  it  is  impossible  to  develop  clear-cut  and  mutually  exclusive 

*  The  term  agent  middlemen  is  applied  to  marketing  institutions  that 
do  not  take  title  to  the  goods  in  which  they  deal,  as  contrasted  to  mer- 
chant middlemen  who  buy  and  sell  for  their  own  account,  and  hence 
take  title  to  the  goods.  See  "Report  of  the  (American  Marketing 
Association)  Committee  on  Definitions,"  Journal  of  Marketing,  Vol. 
XIII,  No.  2,  October  1948,  p.  202. 
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definitions  of  the  various  types  of  wholesale  agents  because  of  the  great 
diversity  of  business  practice.  As  a  result,  words  such  as  "generally," 
"usually,"  or  "frequently"  must  be  used  if  definitions  are  to  be 
realistic.  Such  a  limitation  makes  it  particularly  appropriate,  at  the 
outset,  to  set  forth  the  limits  or  boundaries  of  manufacturers'  agents 
as  precisely  as  possible. 

Manufacturers'  agent 

A  manufacturers*  agent  in  wholesale  trade  is  an  individual  or  firm 
selling  part  of  the  output  of  two  or  more  client  manufacturers  whose 
products  are  related  but  noncompetitive.  The  agent  is  in  business  for 
himself  on  an  entrepreneural  basis,  and  does  not  take  title  to  the  goods 
which  he  sells.  Orders  are  obtained  on  a  commission  or  fee  basis  for 
respective  clients  with  whom  continuous  contractual  relations  are 
maintained.  The  agent  generally  sells  in  a  given  or  limited  territory 
for  which  he  has  exclusive  rights  to  the  products  he  sells.  He  usually 
has  little  to  say  regarding  prices  or  terms  of  sale,  but  rather  solicits 
orders  on  the  basis  of  prices  and  terms  dictated  by  the  manufacturer, 
who  ships  and  bills  orders  directly  to  the  purchasers.  "Manufacturers' 
agent,"  as  the  term  is  used  here,  includes  only  those  agents  primarily 
engaged  in  selling  at  whole  sale --that  is  selling  to  buyers  who  custom- 
arily purchase  for  resale  or  for  business  use.  Agents  who  represent 
manufacturers  but  who  sell  primarily  at  retail  are  not  included  in  this 
study. 

For  some  products,  manufacturers'  agents  find  it  desirable  or  ex- 
pedient to  maintain  warehoused  stocks  better  to  meet  their  customers' 
demands,  but  this  is  the  exception  rather  than  the  rule.  When  ware- 
housing facilities  are  furnished,  goods  may  be  handled  on  a  consign- 
ment basis  or  owned  by  the  agent.  The  Bureau  of  the  Census  classified 
manufacturers'  agents  with  and  without  stocks  on  the  basis  of 
ownership  of  warehoused  goods.  If  an  agent  owns  any  inventory  for 
resale,  however  limited  it  may  be,  he  is  classified  as  a  manufacturers' 
agent  with  stocks,  while  an  agent  with  a  large  warehouse  of  consigned 
merchandise,  from  which  local  deliveries  are  made,  is  classified  as 
an  agent  without  stocks. 5  When  sales  are  made  on  the  agent's  own 
account  from  inventories  for  which  he  has  taken  title,  the  business  is 
no  longer  operated  strictly  on  an  agency  basis.  This  point  is  important 
injknterpreting  census  tabulations .  6 

/The   principal   function  of  the  manufacturers'  agent  is  selling,  since 
in  most  cases  he  takes  the  place  of  a  manufacturer's  own  sales  force. 


5  The  1939  Census  of  Business  states,  on  this  point,  "their  principal 
duty  is  selling,  although  some  of  them  warehouse  goods  from  which 
deliveries  are  made.  A  segregation  is  made,  for  census  purpose, 
between  those  carrying  stocks  and  those  without  warehousing  facili- 
ties." This  statement  may  be  slightly  misleading,  since  the  agent  is 
classified  with  or  without  stocks  in  the  coding  process  on  the  basis  of 
the  ownership  of  the  stocks  and  not  on  the  basis  of  warehousing  facili- 
ties. Sixteenth  Census  of  the  United  States;  1940.  Census  of  Business; 
1939,  Vol.  II,  Wholesale  Trade;  (Washington:  Government  Printing 
Office,  1942),  p.  34.. 

6  The  Bureau  of  the  Census  issues  the  following  instructions  to  enu- 
merators for  identifying  manufacturers'  agents:  "In business  for  them- 
selves and  sell  goods  for  manufacturers  on  a  commission  or  fee  basis 
in  a  given  territory.  Do  not  as  a  rule  warehouse  goods  nor  take  title. 
Usually  represent  two  or  more  manufacturers  whose  products  are 
noncompetitive."  Enumerators  Manual,  Parts  One,  Two,  and  Three, 
1948  Census  of  Business  (Washington:  United  States  Department  of 
Commerce,  Bureau  of  the  Census,  1949),  p.  126. 
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This  type  of  sales  representation  permits  the  manufacturer,  neverthe- 
less, to  control  in  some  measure  the  nature  of  the  selling  and 
advertising  policies  to  be  applied  to  his  product. 

At  the  outset  it  seems  desirable  to  delimit  the  field  of  study  as 
clearly  as  possible  by  distinguishing  manufacturers'  agents  from 
salesmen  and  other  types  of  agency  selling. 

Manufacturers'  agents  distinguished  from  salesmen 

The  manufacturers'  agent  is  distinguished  from  a  salesman  primarily 
by  the  fact  that  the  agent  is  in  business  for  himself,  and  is  not  an 
employee  of  any  one  company.  As  such,  the  manufacturers'  agent  is  an 
independent  middleman  while  a  salesman  is  not.  From  this  point  of 
view, 

"middlemen  are  individuals,  firms,  or  corporations  that 
stand  between  prime  producers  and  ultimate  consumers, 
assume  title  or  assist  directly  in  its  transfer,  and  receive 
a  profit  for  the  risks  they  assume  in  addition  to  being  paid 
for  the  cost  of  their  services,  or  take  whatever  losses  are 
incident  to  the  assumption  of  the  entrepreneur,  and  receive 
no  profit  nor  do  they  sustain  losses  from  their  sales  ef- 
forts as  such." 7 

Another  distinction  concerns  the  number  of  manufacturers  repre- 
sented. The  salesman  is  an  employee  of  one  company.  His  efforts  are 
directed  by  the  one  manufacturer,  and,  as  a  rule,  his  full  compensation 
comes  from  this  source.  Some  manufacturers,  it  is  true,  permit  their 
salesmen  to  handle  minor  additional  items  in  their  normal  coverage 
of  accounts  and  still  consider  such  individuals  salesmen.  While  such 
reasoning  is  perhaps  incorrect,  this  practice  has  been  justified  on  the 
grounds  that  the  salesman's  general  efforts  are  dominated  by  one 
firm. 8  A  manufacturers'  agent,  however,  normally  handles  the  prod- 
ucts of  two  or  more  manufacturers.  As  such,  he  is  not  dominated  by 
any  one  manufacturer.  Acting  in  the  capacity  of  an  entrepreneur,  the 
agent     is     relatively    free    to    conduct    his    operations    as  he  sees  fit. 

The  agent- salesmen  distinction,  in  conjunction  with  the  number  of 
manufacturers  represented,  has  implications  that  are  similar  to  the 
legal  concepts  used  in  distinguishing  between  agents  and  salesmen.  In 
some  cases  legal  definitions  are  essential  in  precisely  determining 
whether  the  sales  representative  is,  in  fact,  an  agent  or  an  employee 
salesman.  The  basis  of  the  employer-employee  relationship  has  its 
roots  in  common-law.  However,  several  pieces  of  current  Federal 
legislation  require  specific  definitions  of  who  is  and  who  is  not  an 
employee.  For  example,  employers  are  required  to  make  pay  roll  tax 
deductions    for    employees    included  under    the    Social   Security   Act.9 

The  legal  distinction  between  employee  salesmen  and  agent  may  be 
pictured  from  the  following  summary: 

"The  relation  of  employer  and  employee  is  established 
by  an  express  or  implied  agreement,  under  which  one  person 


7  H.   H.    Maynard   and  T.  N.  Beckman,  Principles  of  Marketing,  (4th 
ed.:  New  York:    The  Ronald  Press  Co.,  1946),  p.   10. 
This  concept  was  encountered  in  the  case  studies. 

9  The  Social  Security  Act,  as  amended  in  1950,  defines  an  em- 
ployee, for  purposes  of  the  Act,  as  4 'any  individual  who,  under  the  usual 
common-law  rules  applicable  in  determining  the  employer -employee 
relationship,  has  the  status  of  an  employee."  "Summary  of  Principal 
Provisions  of  Social  Security  Act  Amendments  of  1950."  Congressional 
Record- -Appendix,  September  11,   1950,  p.  A  6788. 
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undertakes  to  perform  personal  services  under  the  direction 
and  control  of  another.  An  employer  has  been  defined  as  'one 
who  not  only  prescribes  the  work,  but  directs,  or  at  any 
time  may  direct,  the  means  and  methods  of  doing  the  work.' 
An  employee  has  been  defined  as  'one  who  is  employed  to  ren- 
der personal  services  to  his  employer,  otherwise  than  in  the 
pursuit  of  an  independent  calling,  and  who  in  such  service 
remains  entirely  under  the  control  and  direction  of  the  latter.' 
The  distanginshing  characteristic  of  the  relation  is  that  the 
master  or  employer  exercises  direction  and  control  over  the 
activities  of  the  servant  or  employee.  If  this  characteristic  is 
kept  in  mind,  other  employments  of  somewhat  similar  nature 
may  be  distinguished.  In  this  respect  an  employee  differs  from 
an  agent  in  that  the  latter  acts  for  and  in  the  place  of  the 
master,  but  not  under  his  direction  and  control.  Thus  he  may 
also  be  differentiated  from  the  independent  contractor  who, 
although  performing  personal  services,  is  not  under  the  im- 
mediate direction  and  control  of  the  employer.  To  illustrate, 
one  contracting  to  build  a  house  for  another  ordinarily  has  full 
power  as  to  the  determination  of  the  means  and  methods  of 
doing  his  work.  In  such  a  case  the  relation  of  master  and 
servant  does  not  exist  between  the  employer  and  the  contractor 
or  his  employee."10 

Thus  the  basis  of  the  legal  distinction  between  agent  and  salesman 
is  the  degree  of  direction  and  control  that  can  be  exercised  over  the 
activities  of  the  sales  representative.  The  agent,  from  this  point  of 
view,  acts  for  and  in  the  place  of  the  principal  but  not  under  his  full 
direction  and  control.  The  employer,  in  theory,  may  not  "at  any  time 
direct  the  means  and  methods  of  doing  the  work"  carried  on  by  the 
agent. 

The  Bureau  of  the  Census  utilizes  the  responsibility  and  burden 
of  cost  in  maintaining  the  place  of  business  as  a  basis  for  differ- 
entiating agents  and  salesmen.  Instructions  to  Census  enumerators 
state, 

"Should  there  be  any  doubt  as  to  whether  a  sales  agent  is  in 
business  for  himself  and  should  therefore  submit  his  own 
census  report,  or  whether  he  is  a  commissioned  salesman 
employed  by  the  company  which  he  represents,  the  question 
normally  can  be  resolved  by  determining  who  maintains  the 
establishment  or  place  of  business,  who  pays  the  rent,  who 
is  responsible  for  the  equipment,  the  telephone  listing,  etc. 
Sales  agents  in  business  for  themselves  will  furnish  their 
own  census  reports  whereas  offices  maintained  by  the  manu- 
facturer will  be  reported  by  the  manufacturer. "11 

Thus,  the  Census  approach  recognizes  that  agents,  as  independent 
entrepreneurs,  maintain  their  own  offices  and  bear  the  burden  of  such 
expense.  While  the  commissioned  salesman  may  have  an  office  in  his 
territory,  the  incidence  of  expense  in  providing  that  office  is  carried 
by  the  manufacturer.  If  the  salesman  actually  pays  the  bills,  he  is 
usually  remunerated  for  the  expenditure  via  an  expense  account  or 
allowance. 

10  D.  A.  Pomeroy,  Business  Law,  (2nd,  ed.;  Cincinnati:  South- 
western Publishing  Co.,   1939),  p.  200. 

11  Enumerators  Manual,  op.  cit.  p.   142. 
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manufacturers'  agents  differentiated  from  selling  agents 

In  some  cases  it  is  difficult  to  distinguish  a  selling  agent  from  a 
manufacturers'  agent.  In  general,  the  functions  performed  are  quite 
similar.  Confusion  is  precipitated  by  the  fact  that,  in  some  trades, 
selling  agents  are  known  as  commission  houses,  commission  agents, 
or  selling  houses.  Selling  agents  principally  differ  from  manu- 
facturers' agents  in  that  selling  agents  usually  handle  the  total  output 
of  one  or  more  products,  although  not  necessarily  all  products,  of 
manufacturers  whom  they  represent.  Selling  agents  are  not  restricted 
as  to  the  territory  in  which  they  can  operate,  and  have  considerable 
freedom  in  determining  prices,  terms,  credit,  and  other  conditions 
of  sale.  Selling  agents  frequently  perform  more  functions  than  manu- 
facturers' agents.  The  additional  functions  may  include  extending 
financial  assistance,  performing  the  credit  and  collection  function, 
determining  products  and  models  to  be  manufactured,  and  assisting  in 
scheduling  production  for  clients. 

The  principal  distinction  of  the  selling  agent,  as  contrasted  to  the 
manufacturers'  agent,  is  that  the  selling  agent  provides  his  clients 
with  a  selling  organization  that  accepts  the  responsibility  for  the  entire 
marketing  program  necessary  to  dispose  of  the  clients'  output.  Re- 
sponsibility for  the  principal's  overall  distribution  program  is  much 
more   limited  for    the  manufacturers'  agent  than  for  the  selling  agent. 

The  similarities  of  these  two  agents,  and  the  attendent  difficulty 
of  readily  distinguishing  each,  are  particularly  pertinent  to  this  study. 
Census  tabulations  presented  are  based  on  the  Bureaus'  policy  of 
classifying  agents  largely  on  the  basis  of  self-designation  except 
where  there  is  definite  contradictory  evidence  on  the  census  return. 
This  policy  suggests  the  possibility  of  some  misclassification  of  agents 
who  are  not  sophisticated  from  the  point  of  view  of  census  and  technical 
definitions.  Nevertheless,  these  tabulations  are  believed  the  most 
reliable  available  and  provide  the  best  quantitative  measure  of  the 
size  and  nature  of  the  field.  12 

Manufacturers'  agents  distinguished  from  brokers 

In  some  lines  of  trade,  particularly  foods,  it  is  difficult  to  dis- 
tinguish brokers  from  selling  agents  and  manufacturers'  agents,  the 
three  terms  frequently  being  used  to  describe  similar  methods  of 
operation.  This  study  is  not  primarily  concerned  with  brokers.  They 
are  included,  explicitly,  in  some  of  the  tabular  materials  and  cases, 
but     only     because     of     their     relevancy    to    the    particular  material. 

Brokers  are  wholesale  middlemen  whose  function  is  to  negotiate 
transactions  between  buyers  and  sellers,  without  having  direct 
physical  control  of  the  goods  and  without  taking  title  or  assuming  the 
risk  of  price  fluctuations.  Normally  brokers  do  not  handle  invoices, 
nor  do  they  finance  their  clients.  Their  powers  as  to  prices  and  terms 
of  sales  are  usually  limited  by  their  principals  to  the  extent  that 
confirmation  of  the  purchase  or  sale  is  required  to  bonafide  the 
transaction.  Remuneration  of  brokers  is  in  the  form  of  a  commission 
or  fee  based  upon  the  value  of  the  goods  or  the  physical  quantity  of 
merchandise  involved  in  the  transaction.  In  addition  to  negotiating 
transactions  for  others,  one  of  the  brokers  chief  functions  is  to  advise 
clients  as  to  market  conditions.  Knowledge  of  sources  of  supply,  out- 
lets, and  other  market  factors  is  perhaps  the  chief  stock  in  trade  of 
the  broker. 


12  It  is  pertinent  to  note  that  business  units  without  separate 
established  places  of  business  and  having  no  paid  employees  are  not 
enumerated  by  the  Census. 
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Brokers,  in  the  most  exact  sense,  are  not  bound  to  any  set  of 
clients,  but  operate  freely  within  the  wholesaling  structure.  Relations 
with  any  one  client  are  not  continuous  as  in  the  case  of  manufacturers' 
agents  and  selling  agents  where  regular  contractual  relations  are 
maintained  with  principals.  Theoretically,  brokers  are  not  limited  as 
to  territory. 

Brokers  may  represent  either  buyer  or  seller  in  a  given  transaction. 
When  emphasis  is  placed  on  the  purchase  of  goods,  the  designation 
"buying  broker"  is  used. 

The  lack  of  continuous  client  relationships,  fewer  services,  the  need 
for  confirmation  of  transactions  by  principals  and  periodical  repre- 
sentation of  buyers  primarily  distinguish  brokers  from  manufacturers' 
agents.13 

The  agent  and  broker  classification,  as  used  by  the  Census,  also 
includes  auction  companies,  commission  merchants,  cooperative 
buying  agencies,  purchasing  agents,  resident  buyers,  buying  syndi- 
cates, export  agents,  and  import  agents.  In  statistical  tabulations, 
where  the  term  "all  agents  and  brokers  "/is  used,  these  intermediaries 
are  included.  x*  / 

From  the  discussion,  there  might  seem  to  be  definite  lines  of 
demarcation  between  manufacturers'  agents,  salesmen,  selling  agents, 
and  brokers.  The  similarity  and  overlapping  of  functions  is  perhaps 
more  real  than  apparent.  The  individual  "agent"  customarily  attempts 
to  serve  his  customers  in  the  most  profitable  way.  As  a  result,  he  may 
handle  the  entire  output  for  one  client  and  only  a  part  of  the  output  for 
others.  He  may  also  transact  a  portion  of  his  business  on  his  own 
account.  Occasionally  he  may  represent  buyers  or  engage  in  import 
or  export  operations.  He  may  be  restricted  as  to  territory  by  some 
clients  and  not  others.  Likewise,  continuous  contractual  relationships 
may  be  maintained  with  some  principals  but  not  all.  He  may  have 
considerable  leeway  in  quoting  prices  on  some  products  and  none  on 
others.  Confirmation  of  sales  may  be  required  by  some  of  his  clients 
while  others  may  permit  agent- customer  agreements  to  bind  the 
manufacturer.  Agents  and  brokers  «re  opportunistic  in  their  activities. 
As  a  result,  the  given  firm  may  not  fit  exactly  any  one  type  of  opera- 
tion but  have  characteristics  of  several  classifications.  Nevertheless, 


13  On  this  point,  "The  question  as  to  whether  a  food  broker  is  a 
genuine  broker  or  a  manufacturers'  agent  is  a  matter  that  can  be 
determined,  in  each  case,  by  the  existence  or  absence  of  a  continuous 
contractual  relationship."  T.  N.  Beckman  and  N.  H.  Engle,  Wholesal- 
ing, Principles  and  Practice,  op.  cit.,  p.  291. 

!4  For  a  definitive  statement  of  the  nature  of  the. operations  of  all 
functional  middlemen  not  described  here  see,  United  States  Census  of 
Business:  1948,  Volume  V,  Wholesale  Trade- -Area Statistics,  (Wash- 
ington: Government  Printing  Office:  1951)  p.  51.03.  See  also  "Report 
of  the  Committee  of  Definitions,"  loc.  cit.  For  definitions  of  other 
technical  terms  used  throughout  the  text,  .but  not  explicitly  defined, 
see  Appendix  C. 
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this  study  is  an  attempt  to  isolate  the  manufacturers'  agent  from 
other  functional  middlemen  for  purposes  of  economic  institutional 
analysis.15 


15  Where  there  is  an  overlapping  of  agent  functions  by  the  individual 
firm  to  the  extent  that  it  becomes  difficult  to  determine  the  particular 
type  of  operation  of  the  agent,  the  Census  invokes  the  50-percent  rule. 
Inasmuch  as  the  individual  establishment  can  only  be  classified  as  one 
type  of  operation,  the  firm  is  coded  on  the  basis  of  the  principal  type 
of  operation  or  function  performed,  i.e.,  the  basis  on  which  more  than 
50  percent  of  the  business  was  conducted  during  the  census  year. 
Should  an  individual  firm  combine  the  functions  of  a  broker,  manu- 
facturers' agent,  and  selling  agent  or  other  types  of  operation,  it  is 
possible  that  even  the  50-percent  rule  might  not  be  appropriate  for 
classification  purposes.  See,  Form  BC-33,  Census  of  Business:  1948, 
United  States  Department  of  Commerce,  Bureau  of  the  Census, 
Washington  25,  D.  C. 
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The  competitive  position  of  the  manufacturers'  agent,  as  reflected 
by  Census  tabulations,  in  the  two  decades  1929  to  1948  may  be  analyzed 
from  several  different  points  of  view.  The  conclusions  that  may  be 
reached,  relative  to  such  trends,  vary  depending  upon  the  approach 
used.1  Significant  intra-period  fluctuation  with  moderate  secular 
decline  is  evident  when  the  competitive  position  of  the  agent  is 
analyzed  from  the  point  of  view  of  absolute  change  and  in  relationship 
to  total  wholesale  trade.  On  the  other  hand,  the  manufacturers'  agent 
appears  to  have  approached  a  state  of  maturity  as  a  marketing  in- 
stitution when  his   position  is    related  to  the  agent-broker  structure. 

The  initial  discussion  proceeds  by  first  analyzing  the  absolute  change 
that  has  taken  place  in  agent  trade  during  the  20-year  period.  Next, 
the  agent's  competitive  position  within  the  wholesaling  structure  is 
observed.  Then,  the  place  of  the  manufacturers'  agent  within  the 
agent-broker  structure  is  outlined.  Later,  manufacturers'  agents  and 
selling  agents  are  combined  and  historical  comparisons  made  of  their 
joint  position.  Last,  employment,  pay  roll,  and  stocks;  geographic 
distribution     of     agents'     trade;    and   kinds    of    business    are  treated. 

Competitive  Position  of  Manufacturers'  Agents 

Competive  position  in  terms  of  absolute  change 

In  1929,  establishments  enumerated  as  manufacturers'  agents 
numbered  6,987.  Net  sales  of  these  establishments  totaled 
$1,775355,000. 

By  1935,  establishments  operated  by  manufacturers*  agents  in- 
creased in  number  to  7,548.  This  increase  represented  approximately 
an  8.0  percent  advance  from  the  1929  level. 2  During  the  same  period, 
sales  fell  from  $1,775,355,000  to  $768,619,000,  declining  by  over  a 
billion  dollars,  or  56.7  percent. 

In  the  years  1935  to  1939  manufacturers*  agents  experienced  their 
greatest  change  from  the  point  of  view  of  number  of  establishments 
operated.    Places    of  business   increased  during  these  years   by  29.5 

1  All  conclusions  must  be  tempered  by  the  fact  that  data  are 
available  for  only  four  census  years  within  the  20-year  period.  In 
addition,  such  data  as  are  available  are  subject  to  the  limitations  in- 
herent in  classifying  establishments  in  the  agent-broker  type  of 
operation.  The  data,  however,  cover  a  rather  complete  business  cycle 
as  tabulations  are  available  for  a  period  of  peak  prosperity,  depres- 
sion, recovery,  and  regained  prosperity.  The  distortion  of  trends,  as  a 
result  of  classification  bias,  is  probably  minimized  due  to  the 
probability  of  its  uniformity  throughout  the  period.  Irrespective  of 
classification  bias,  Census  tabulations  are  the  best  available  quantita - 
tive  measures  of  manufacturers'  agents. 

2  These  and  the  following  figures  are  computed  from  table  1  in  the 
text,  tables  I  and  II  in  appendix  A,  and  from  data  contained  in  U.  S. 
Census  of  Business -1948,  Wholesale  Trade,  United  States  Summary, 
Bulletin  No.  1-W-O. 
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percent,  bringing  the  total  number  of  such  representatives  to  9,778. 
This  total  proved  to  be  the  largest  number  of  establishments  operated 
by  agents  in  any  one  census  year.  The  census  in  1939*,  for  the  first 
time,  segregated  agents  owning  inventories  for  resale  from  those 
without  such  stocks  .  Manufacturers'  agents  without  stocks  predominated 
as  a  type  of  operation.  Of  the  9,778  establishments,  7,871  (80.5  per- 
cent) were  so  classified.  Total  sales  for  both  types  of  operations  in 
1939  amounted  to  $1,397,017,000,  an  increase  of  81.8  percent  over 
1935. 

The  most  recent  census,  1948,  indicates  that  the  position  of  the 
manufacturers'  agent  has  again  undergone  a  change.  Establishments 
have  declined  approximately  7.5  percent  since  1939  reducing  the 
number  of  places  of  business  to  9,048.  These  establishments  were 
comprised  of  7,625  (84.2  percent)  agents  without  stocks  and  1,423  (15.8 
percent)  with  stocks.  Sales,  however,  increased  201.3  percent  to 
$4,209,234,000. 

Manufacturers'  agents  appear  to  have  undergone  a  substantial 
absolute  change  during  the  last  20  years  as  the  following  summary 
indicates . 

Table  2. --MANUFACTURERS1  AGENTS— ESTABLISHMENTS  AND  SALES 
UNITED  STATES:  1929-1948 


Census  year 

1929 

1935 

1939 

1948 

Establishments: 

Number ....•••••••.•.«•..•• 

6,987 

1,775,355 
... 

7,548 
+8.0$ 

768,619 
-56.7$ 

9,778 
+29.5$ 

1,397,017 
+81.8$ 

9,048 

Ratio  to  preceding  census. 

Sales: 

Thousands  of  dollars 

Ratio  to  preceding  census. 

-7.5$ 

4,209,234 
+201.3$ 

The  number  of  establishments  and  volume  of  sales  transacted  by 
manufacturers'  agents  have  fluctuated  with  the  business  cycle.  There- 
fore, the  position  of  the  manufacturers'  agent  must  be  related  to 
changes  in  the  volume  of  wholesale  trade  and  to  the  agent-broker 
structure. 


Competitive  position  within  the  wholesaling  structure 

When  the  competitive  position  of  the  manufacturers'  agent  is  com- 
pared with  the  general  trend  of  wholesale  trade,  the  fluctuations 
appear  more  moderate  but  still  significant.  From  1929  to  1935  the 
number  of  wholesale  establishments  increased  approximately  14.6 
percent.  This  increase  compares  with  an  8  percent  gain  shown  by 
manufacturers'  agents.  Sales  of  all  wholesale  establishments  during 
the  same  period  declined  35.9  percent,  as  compared  with  a  56.7  per- 
cent decline  for  the  given  agent.  Thus,  the  agent  did  not  maintain  a 
relative  position  in  number  of  establishments  operated  or  in  aggregate 
net  sales . 

By  1939  the  number  of  wholesale  establishments  had  increased  13.0 
percent  over  the  1935  level  as  compared  with  a  30.0  percent  advance 
shown  for  manufacturers'  agents.  Total  sales  of  wholesale  establish- 
ments  increased   28.2   percent   in  these  years    as  compared  with  81.8 
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percent  for  agents.  The  manufacturers'  agent  substantially  strengthened 
his  market  position  in  the  years   1935  to  1939. 

In  the  decade  of  1939  to  1948  these  representatives  again  lost  some 
competitive  ground  in  the  wholesaling  structure.  Places  of  business 
operated  by  manufacturers'  agents  declined  7.5  percent  during  a  period 
when  all  wholesale  establishments  increased  21.8  percent.  The  total 
volume  of  wholesale  trade  increased  during  the  decade  244.4  percent  as 
compared  with  an  increase  in  net  sales  for  manufacturers'  agents  of 
201.3  percent. 

The  position  of  the  manufacturers'  agent  in  the  wholesale  structure 
from  1929  to  1948  may  also  be  evaluated  in  a  somewhat  different  man- 
ner. The  following  summary  table  illustrates  the  market  position  of 
the  manufacturers'  agent  in  relation  to  total  wholesale  trade. 

Table  3 . —MANUFACTURERS '  AGENTS —ESTABLISHMENTS  AND  SALES  AS  A 
PERCENTAGE  OF  TOTAL  WHOLESALE  TRADE,  UNITED  STATES:  1929-1948 


Item 

1929 

1935 

1939 

1948 

Establishments • 

4.2* 

2.6% 

4.3J6 
1.8% 

4.9% 
2.5% 

3.7% 

Sales • • 

2.2% 

From  this  type  of  analysis,  the  manufacturers'  agent  has  varied  in 
percentage  of  all  wholesale  establishments  operated  from  3.7  percent 
to  4.9  percent.  His  share  of  the  wholesale  market  has  ranged  from  1.8 
percent  to  2.6  percent. 

The  manufacturers'  agent,  from  the  two  above  points  of  view  has 
experienced  significant  cyclical  fluctuations,  but  only  a  modest  secular 
decline. 

Competitive  position  within  the  agent-broker  structure 


The  group  of  wholesale  intermediaries  that  do  not  take  title  to  the 
goods  which  they  sell,  known  as  agent  middlemen,  are  generally 
utilized  in  the  marketing  system  under  different  circumstances  than 
merchant  middlemen.  Thus  a  review  of  the  trend  of  the  manufacturers' 
agent  in  relation  to  the  changing  structure  of  all  types  of  agents  and 
brokers  is  appropriate.3 

In  this  connection,  the  evolution  of  agents  and  brokers  as  a  group 
during  the  period  1929-1948  should  be  observed.  The  combined 
agent-broker  share  of  wholesale  trade  is  illustrated  in  table  4. 

Thus  the  growth  trend  of  the  manufacturers'  agent  closely  parallels 
the  pattern  established  by  the  agent-broker  group.  The  group  as  a 
whole  lost  competitive  ground  from  1929  to  1935.  From  1935  to  1939 
the  percentage  of  the  market  held  was  increased,  but  the  following  ten 
years  saw  the  group  lose  some  portion  of  the  total  market.  A  similar 
pattern  was  experienced  by  manufacturers'  agents.  The  relationship 
is  illustrated  in  table  5. 

The  manufacturers'  agent  thus  experienced  the  same  trends  from  a 
net     sales     point    of    view    as    the    agent-broker    group    as    a    whole. 


3  The  classification  of  agents  and  brokers  includes  auction  com- 
panies, buying  and  selling  brokers,  commission  merchants,  export 
agents,  import  agents,  selling  agents,  purchasing  agents  or  resident 
buyers,  cooperative  buying  agencies,  and  cooperative  sales  agencies  as 
well  as  manufacturers'  agents. 
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Table  4.— ALL  AGENTS  AND  BROKERS— ESTABLISHMENTS  AND  SALES  AS  A 
PERCENTAGE  OF  TOTAL  WHOLESALE  TRADE,   UNITED  STATES:    1929- 194S 


Item 

1929 

1935 

1939 

1945 

Establishments ...•••....*.•••• 

10.8 
20.6 

10.3 
20.8 

10.4 
20.3 

10.0 

Sales 

18.3 

Table  5 . —MANUFACTURERS '   AGENTS  COMPARED  WITH  ALL  AGENTS  AND  BROKERS- 
PERCENTAGE  CHANGES  IN  ESTABLISHMENTS  AND  SALES,   UNITED  STATES;  1929-1948 


Item 

1929 

to   • 
1935 

1935 

to 
1939 

1939 

to 
1948 

1929 

to 
1948 

Establishments : 

All  agents  and  brokers 

Manufacturers'  agents 

Sales: 

All  agents  and  brokers 

Manufacturers '  agents 

-1.3 
+8.0 

-37.5 

-56.7 

+15.2 
+29.5 

+25.7 
+81.8 

+16.5 

-7.5 

+209.0 
+201.3 

+32.5 
+29.5 

+142.8 

+137.1 

The  variation  that  can  be  noted  is  basically  secondary  to  the  similarity 
of  the  trend. 

The  variation  in  numbers  of  establishments  does  not  follow  a 
similar  cyclical  pattern.  Only  for  the  years  1935  to  1939  is  a  similar 
trend  evident,  i.e.,  both  groups  moving  in  the  same  direction.  At  the 
end  of  the  20-year  period,  nevertheless,  there  was  a  significant 
similarity  with  respect  to  changes  in  numbers  of  establishments 
operated  as  well  as  sales.  By  1948  establishments  operated  by  manu- 
facturers' agents  had  increased  29.5  percent  from  1929.  All  agents 
and  brokers  in  the  same  period  increased  32.5  percent.  Sales  of 
manufacturers'  agents  increased  137.1  percent  over  1929  as  compared 
with  a  gain  of  142.8  percent  for  the  group.  Although  there  have  been 
movements  in  opposite  directions  within  the  period,  the  growth  of 
manufacturers'  agents  at  the  end  of  the  two  decades,  1929-1948,  has 
been   almost   identical  with  that  of  the  agent-broker  group  as  a  whole. 

The  true  perspective  of  this  relationship  may  be  shown  by  noting 
the  share  of  establishments  and  salens  accounted  for  by  manufacturers' 
agents  within  t^.e  agent-broker  structure. 

Table  6 . —MANUFACTURERS '  AGENTS— ESTABLISHMENTS  AND  SALES  AS  A 
PERCENTAGE  OF  ALL  AGENTS  AND  BROKERS,   UNITED  STATES:  1929-1948 


Item 

1929 

1935 

1939 

1948 

Establishments 

38.0 
12.5 

41.6 
8.6 

46.8 
12.5 

37.1 

Net  sales 

12.2 

At  the  end  of  the  20-year  span,  the  position  of  the  manufacturers'  agent 
within  the  agent-broker  structure  was  almost  identical  to  his  position 
at  the  beginning  of  the  period. 
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Competitive    position    of    manufacturers'     agents     and    selling     agents 
combined 

In  addition,  the  pattern  which  appears  when  manufacturers' agents  and 
selling  agents  are  combined  is  pertinent.  With  respect  to  historical 
analysis  of  agents,  the  Bureau  of  the  Census  offers  the  following  sug- 
gestion, "When  making  comparisons  with  previous  censuses,  it  is 
suggested  that  manufacturers'  agents  and  selling  agents  be  combined."* 
When  this  approach  is  used,  the  trends  with  respect  to  sales  are 
modified  slightly  but  not  basically  altered.  A  rather  substantial 
variation  can  be  observed  in  numbers  of  establishments  operated. 
Grouping  the  two  types  of  agents  together,  the  trend  in  establishments 
operated  and  trade  conducted  is  as  follows. 

Table  7 .  —MANUFACTURERS  *   AGENTS  AND  SELLING  AGENTS  COMBINED- 
ESTABLISHMENTS  AND  SALES  AS  A  PERCENTAGE  OF  TOTAL  WHOLESALE  TRADE, 
UNITED  STATES:    1929-1948 


Item 

1929 

1935 

1939 

1948 

Establishments •• 

6.0 
6.3 

5.2 
5.2 

5.6 
5.7 

5.2 

Sales ••• »••••*•••••••■••*••••»••■ 

5.0 

The  evolution  of  the  combined  share  of  wholesale  sales  rather  closely 
parallels  that  experienced  by  the  manufacturers'  agent  separately.  A 
considerably  different  trend  in  number  of  establishments  operated  can 
be  observed  when  selling  agents  are  included  in  the  time  analysis. 
Selling  agents  successively  declined  in  number  for  each  of  the  first 
three  census  years,  and  then  more  than  doubled  in  1948.  On  the  other 
hand,  manufacturers'  agents  successively  increased  in  number  in  the 
first  three  census  years  and  then  declined  in  1948.  As  a  result,  the 
composite  pattern  is  somewhat  more  stable  than  that  of  the  manu- 
facturers' agent  considered  alone. 

Conclusion 

In  drawing  inferences  from  the  above  data,  caution  should  be  exer- 
cised at  several  points,  particularly  with  respect  to  the  agents  com- 
petitive position  in  1935. 

From  the  available  statistics,  the  manufacturers'  agent  appeared 
vulnerable  to  the  cyclical  fluctuations  of  the  early  thirties .  The  Bureau 
of  the  Census,  however,  enumerates  only  those  agents  maintaining 
separate  establishments  for  the  conduct  of  their  business.  Agents  who 
operate  from  offices  maintained  in  the  home,  and  who  have  no  displays 
or  other  tangible  evidence  to  indicate  to  census  enumerators  the  exist- 
ence of  a  business,  are  not  included.  During  times  of  stress,  the  agent 
who  normally  maintains  an  outside  office  may  retrench  by  conducting  his 
business  from  his  residence  and  thus  avoid  office  occupancy  expense. 
The  ability  of  the  agent  to  continue  operations  from  his  home  is  in 
contrast  to  most  other  types  of  wholesale  establishments  which  must 
maintain  separate  places  to  carry  on  business.  The  necessity  for 
established  places  of  business  is  particularly  true  of  service  whole- 
salers who  deliver  from  inventory,  but  would  also  apply  to  certain 
agent-broker  types,  such  as  auction  companies,  commission  merchants, 
export    agents,    import   agents,    and   even   selling   agents.    The  decline 


*  16th  Census  of  United  States: 
II.  Wholesale  Trade  (Washington: 
p.  34. 


1940  Census  of  Business   1939,  Vol, 
Government  Printing  Office,  1942), 
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shown  in  the  competitive  market  position  of  the  manufacturers'  agent 
in  1935  may,  in  reality,  have  been  overstated  due  to  the  bias  inherent 
in  the  enumeration  procedure,  i.e.,  omitting  agents  without  separate 
establishments  for  the  conduct  of  business. 

In  summarizing  the  competitive  position  of  the  manufacturers' agent, 
two  alternative  conclusions  can  be  reached.  When  the  agent's  position 
is  related  to  total  wholesale  trade,  analyzed  through  time,  the  conclu- 
sion appears  justified  that  this  marketing  institution  has  shown  some 
secular  decline  while  being  in  a  state  of  moderate  cyclical  fluctuation 
in  the  intervening  years.  On  the  other  hand,  the  manufacturers'  agent 
appears  to  have  reached  a  state  of  maturity  within  one  segment  of 
wholesaling,  the  agent-broker  structure.  These  alternate  conclusions 
may  be  supported  as  follows. 

The  percentage  of  all  wholesale  establishments  operated  by  manu- 
facturers' agents,  has  varied  from  3.7  percent  to  4.9  percent.  The 
agents'  largest  percentage  of  wholesale  establishments  enumerated  was 
reached  in  1939  and  the  lowest  in  1948.  The  agents'  share  of  total 
wholesale  trade  has  ranged  from  1.8  percent  to  2.6  percent.  The 
greatest  share  of  trade  was  obtained  in  1929  and  the  smallest  per- 
centage of  the  market  occurred  in  1935.  From  the  standpoint  of  both 
establishments  and  sales,  the  agents'  competitive  position  in  1948,  as 
related  to  1929,  has  moderately  weakened,  although  there  have  been 
movements  in  opposite  directions  in  the  intervening  years.  Thus,  no 
continuous  trends  have  been  projected.  The  competitive  position  of 
the  manufacturers'  agent,  from  this  point  of  view,  has  fluctuated  within 
the  20-year  period  with  a  slight  secular  decline  noted. 

Manufacturers'  agents,  on  the  other  hand,  operated  38.0  percent  of 
the  establishments  maintained  by  all  agents  and  brokers  in  1929  and 
accounted  for  12.5  percent  of  the  net  sales  of  this  group.  Twenty  years 
later,  in  1948,  manufacturers'  agents  operated  37.1  percent  of  the 
places  of  business  and  transacted  12.2  percent  of  sales  negotiated  by 
all  agents  and  brokers.  In  the  intervening  years  some  fluctuation  in 
the  proportion  of  sales  and  establishments  was  experienced,  but  the 
position  held  at  the  beginning  and  end  of  the  period  was  almost  identical. 
The  implication,  since  both  1929  and  1948  were  years  of  prosperity  in 
the  business  cycle,  is  that  the  manufacturers'  agent  is  approaching  a 
state  of  maturity  in  the  agent -broker  structure. 

Employment,  Pay  Roll,  and  Stocks 

This  discussion  summarizes  briefly  the  levels  of  employment,  pay 
roll,  and  stocks  for  comparative  census  years.  These  three  areas  of 
basic  information  are  subsequently  included  in  many  of  the  statistical 
tabulations    presented    and    are   treated   in  detail  where    appropriate. 

Employment 

The  9,048  agent  establishments  in  1948  engaged  the  services  of 
28,229  persons,  of  whom  8,474  were  active  proprietors  or  firm  mem- 
bers of  unincorporated  businesses  and  19,755  were  employees  on  a 
salary  or  wage  basis.  ^ 

5  Active  proprietors  include  those  entrepreneurs  or  partners  who 
generally  devoted  the  major  portion  of  their  time  to  the  operation  of 
the  business.  Number  of  employees  is  the  number  of  full  and/or  part- 
time  paid  personnel  as  of  the  workweek  ended  nearest  November  15, 
1948.  For  earlier  census  years,  number  of  employees  is  the  average 
number  of  paid  employees  for  the  year .  See,  Census  of  Business:  1948, 
Wholesale  Trade,  Form  B.C.  33,  Appendix  D. 
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In  the  period  1939  to  1948,  total  employment  (including  proprietors 
and  partners)  by  agent  establishments  decreased  slightly,  from  28,302 
to  28,229  or  0.26  percent.  However,  during  a  similar  period  the  number 
of  establishments  decreased  7.5  percent.  The  number  of  persons 
engaged  in  this  trade  increased  from  just  under  three  persons  (2.9)  per 
establishment  to  just  over  three  (3.1).  Total  employment  by  manu- 
facturers' agents  thus  decreased  while  population  increased  12.0  per- 
cent in  the  decade  1940  to  1950. 

The  number  of  proprietors  was  somewhat  smaller  in  1948  than  in 
1939.  Active  proprietors  of  unincorporated  businesses  numbered  8,800 
in  1939  but  only  8,474  in  1948,  a  decrease  of  3.7  percent.  As  already 
noted,  the  corresponding  decrease  in  number  of  establishments  was 
7.5  percent;  therefore  the  number  of  active  proprietors  shows  a  rela- 
tively higher  ratio  to  the  number  of  establishments. 

Paid  employees  actually  showed  a  modest  increase  in  number  from 
1939  to  1948.  In  1939,  paid  employees  numbered  19,502;  in  1948, 
19,755,  a  1.3  percent  gain. 

Several  other  interesting  employment  characteristics  of  manu- 
facturers' agents  may  be  observed  when  historical  comparisons  are 
made  with  previous  census  years.  The  highest  level  of  paid  employment 
was  in  1929  when  28,742  persons  were  engaged  in  this  type  of  whole- 
saling. From  the  lowest  level  of  employment  in  1935,  when  20,857 
persons  were  engaged  in  agent  trade,  personnel  has  successively 
increased.  The  number  of  persons  employed  per  establishment, 
however,  has  tended  to  decline  and  then  to  stabilize.  In  1929,  the 
average  establishment  employed  4.1  persons,  not  including  proprietors 
and  firm  members,  who  were  not  shpwn  separately  for  manufacturers' 
agents  in  that  year.  Since  that  time,  total  personnel  per  establishment, 
including  proprietors  and  firm  members,  has  been  less,  being  3.0 
in  1935,  2.9  in  1939,  and  3.1  in  1948.  The  trend  to  stabilize  personnel 
at  around  three  persons  per  establishment  is  thus  shown. 

Volume  of  sales  per  paid  employee  has  consistently  increased  since 
1935.  After  a  slight  drop  from  $61,769  per  paid  employee  in  1929,  the 
1935  average  was  $53,750;  by  1939,  sales  per  employee  rose  to 
$70,717  and  jumped  to  $213,072  in  the  postwar  year  of  1948.  This 
increased  productivity  per  paid  worker  is  substantial  and  exceeds 
materially  the  changes  in  the  price  level. 

Another  aspect  of  employment,  for  which  limited  data  are  available, 
is  seasonal  variation.  In  1939  employment  was  tabulated  on  a  monthly 
basis.  Monthly  employment  in  that  year  proved  to  be  relatively  constant, 
ranging  no  more  than  4.5  percent  from  the  yearly  average.  In  1948 
employment  data  were  available  only  for  the  workweeks  of  March  15, 
July  15,  and  November  15.  Paid  employees,  as  reflected  by  these  three 
workweeks,  ranged  from  18,934  persons  employed  by  manufacturers' 
agents  as  of  March  15,  to  19,775  persons  employed  November  15. 
Variation  for  these  three  weeks  was  3.8  percent.7  There  was  a  slight 
seasonal  peak  in  the  late  fall  months,  as  is  true  of  wholesaling  in 
general.  These  variations,  however,  compare  with  about  a  5  percent 
fluctuation  in  employment,  from  a  yearly  average,  for  all  wholesale 
trade  in  1939. 


Computed  from  data  shown  in  Census  of  Business:  1939,  Volume 
II,  Wholesale  Trade,  (Washington:  Government  Printing  Office,  1942), 
p.  66. 

7United  States  Census  of  Business:  1948,  Wholesale  Trade-United 
States  Summary,  Bulletin  No.  1-W-O  (Washington:  Government  Print- 
ing  Office,   1951),  p.  0.05. 
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Pay  roll 

Three  important  conclusions  can  be  reached  from  analyzing  the 
pay  roll  characteristics  of  manufacturers'  agents.  First,  increased 
sales  productivity,  already  mentioned,  is  evident.  Second,  paid  em- 
ployees of  manufacturers'  agents  enjoy  greater  average  yearly 
remuneration  than  the  average  employee  engaged  in  wholesale  trade. 
Third,  pay  roll  tends  to  show  substantial  seasonal  stability. 

Increased  sales  productivity,  earlier  measured  by  net  sales  per 
employee,  is  also  reflected  in  pay  roll  as  related  to  sales.  Pay  roll 
cost  as  a  percent  of  net  sales  has  consistently  decreased  in  the  period 
1929  to  1948. 


Pay  roll  as  a  percent  of 
net  sales  (entire  year). 


1929      1935      1939      1948 
3.7         3.1         2.7         2.0 


Productivity  in  this  trade  has  thus  consistently  increased. 

While  pay  roll  costs  have  decreased  as  related  to  sales,  employees 
have  consistently  enjoyed  higher  wages  and  have  received  greater  com- 
pensation than  the  average  of  all  wholesale  employees.  This  charac- 
teristic of  agent's  trade  may  be  demonstrated  as  follows: 

Table  8.-- AVERAGE  ANNUAL  EARNINGS  PER  PAID  EMPLOYEE  OF  MANUFACTURERS' 
AGENTS  AND  ALL  WHOLESALE  ESTABLISHMENTS,  UNITED  STATES,  1929-194S 


Type  of  establishment 

1929 

1935 

1939 

1943 

Manufacturers '  agents .................. 

$2,290 
1,961 

$1,678 
1,604 

$1,904 
1,613 

$4,312 
3,354 

All  wholesale  establishments. .......... 

The  greater  remuneration  can  probably  be  explained  by  the  fact  that  a 
large  proportion  of  the  personnel  of  manufacturers'  agents  consists  of 
selling  employees  who  tend  to  command  greater  compensation  than 
nonselling  wholesale  employees,  such  as  those  engaged  in  warehouse 
operations,  delivery,  billing,  and  the  like.  Other  types  of  wholesale 
establishments  tend  to  have  a  greater  proportion  of  nonselling 
employees;  as  a  result,  average  yearly  earnings  can  be  expected  to  be 
lower  than  those  prevailing  in  agent  trade.  • 

The     employment     of     manufacturers'     agents     reflected     seasonal 
stability.   As    expected,   pay   roll   also    shows  the  same  characteristic. 


Workweek  pay  roll  as  a 
percent  of  1948  pay  roll. 


P 
Stocks 


March  15      July  15      November  15 
1.8  1.9  1.9 


The  data  show  that  fewer  agents,  proportionally,  carried  stocks  in 
1948  than  in  1939.  Also,  the  levels  of  year  to  year  stocks  held  by 
manufacturers'  agents  throughout  the  period  1929  to  1948  suggest  that 
these  agents  are  now  able  to  conduct  their  operations  with  smaller 
inventories. 

Manufacturers'  agents  with  stocks  made  up  19.9  percent  of  all  es- 
tablishments in  1939.  By  1948  only  15.6  percent  of  the  agents  owned 
stocks.  Among  stock-carrying  agents  in  1948,  inventories  at  the  end 
of    the   year   amounted   to   2.0  percent   of   sales,  while  the  comparable 
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figure  in  1939  was  4.7  percent.  Agents  were  not  separated  as  to 
establishments  with  and  without  stocks  prior  to  1939;  hence,  to  obtain 
the  general  trend  for  the  entire  period  1929  to  1948  it  is  necessary 
to  relate  the  amount  of  all  inventories  held  to  total  sales.  The  cost 
value  of  goods  on  hand  for  resale  at  the  end  of  the  year,  as  related  to 
sales,   has    consistently  decreased  throughout  the  period  1929  to  1948. 


Table  9. 


-COST  VALUE  OF  END  OF  THE  YEAR  RESALE  STOCKS  AS  A  PERCENT  OF 
SALES  UNITED  STATES:  1929-1948 


Item 

1929 

1935 

1939 

1948 

Ratio  of  stocks  to  sales 

2.8fo 

l.Tfo 

0.9% 

0.3$ 

These  figures  indicate  that  agents,  in  general,  are  now  able  to  operate 
on  a  smaller  inventory  per  dollar  of  sales. 

Judgment  should  be  used  in  drawing  inferences  from  the  stock  data, 
particularly  with  respect  to  the  segregation  of  manufacturers'  agents 
with  stocks  from  those  without  stocks.  Census  procedure  included  cer- 
tain techniques  in  classification  which  are  pertinent.  First,  it  should  be 
noted  that  agents  handling  only  consigned  stocks,  even  though  ware- 
housing facilities  are  owned  by  the  agents,  are  classified  as  agents 
without  stocks.  Second^  the  agent  might  have  owned  stocks  at  various 
periods  during  the  calender  year;  unless  he  owned  inventories  for  re- 
sale at  the  end  of  the  year,  i.e.,  December  31,  he  was  classified  as 
an  agent  without  stocks.  Third,  the  agent  might  have  had  a  substantial 
investment  in  display  stocks,  from  which  some  emergency  deliveries 
were  made;  unless  he  considered  the  inventory  as  goods  for  resale,  he 
was  instructed  not  to  report  the  stocks  and  was  classified  as  an  agent 
without  stocks.  Likewise,  proper  coding  is  difficult  from  the  informa- 
tion contained  on  the  census  return,  i.e.,  it  is  difficult  to  determine 
whether  inventory  as  shown  constitutes  a  display  stock  or  bonafide 
resale  merchandise.  Thus  judgment  is  necessary  in  drawing  conclu- 
sions from  the  segregation  shown.  There  does  appear  to  be  sufficient 
evidence,  however,  to  indicate  that  the  large  majority  of  manufacturers' 
agents  do  not  own  any  warehouse  goods  from  which  deliveries  are  made. 

Geographic  Distribution  of  Manufacturers*  Agents 

Manufacturers'  agents  can  be  analyzed  by  geographic  division,  State, 
or  city.  The  geographic  measurement  is  based  on  "location  of 
establishment"  from  which  the  business  is  conducted,  not  the  location 
of  the  purchaser.  For  example,  sales  made  in  Ohio  and  Kentucky  by  a 
manufacturers'  agent  whose  establishment  is  located  in  Indianapolis 
are  credited  to  Indianapolis  and  Indiana.  In  the  following  paragraphs 
data  are  analyzed  by  geographic  divisions,  States,  and  twenty-five 
leading  wholesale  cities. 

Geographic  divisions 


Appendix  table  I  presents  sales  of  manufacturers'  agents  by 
geographic  divisions  and  States,  and  shows  changes  in  dollar  volume, 
without  adjustments  for  changes  in  the  price  level,  for  census  years 
1929,  1935,  1939,  and  1948. 

In  1948  the  East  North  Central  Division,  comprised  of  Ohio, 
Indiana,  Illinois,  Michigan,  and  Wisconsin,  accounted  for  over  one-third 
(34.7  percent)  of  the  total  volume  of  trade.  The  2,014  places  of  business 
located  in   this  division  comprised  29.9  percent  of  the  total  number  of 
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establishments  operated  by  manufacturers'  agents.  Next  in  importance 
was  the  Middle  Atlantic  Division,  comprising  New  York,  New  Jersey, 
and  Pennsylvania  with  24.6  percent  of  the  trade  and  22.3  percent  of 
the  establishments;  followed  by  the  Pacific  Coast  States  of  Washington, 
Oregon,  and  California  with  13.6  percent  of  sales  and  17.7  percent  of 
the  establishments.  Considered  together,  establishments  located  in 
these  three  divisions  accounted  for  69.9  percent  of  the  places  of 
business  and  72.9  percent  of  the  agent  trade  of  the  country.  Thus  the 
other  seven  divisions  combined,  comprising  a  total  of  thirty- seven 
States  and  the  District  of  Columbia,  accounted  for  only  30.1  percent  of 
the  establishments  and  27.1  percent  of  the  sales  of  all  manufacturers' 
agents  in  1948. 

The  order  of  rank  by  divisions  of  trade  shown  here --East  North 
Central,  Middle  Atlantic,  and  Pacific- -is  in  contrast  to  wholesale  trade 
in  general  where  the  Middle  Atlantic,  East  North  Central,  and  West 
North     Central     Divisions     were    respectively    the    most    important.8 

When  historical  comparisons  are  made  of  the  trade  of  manufacturers' 
agents  by  geographic  divisions,  some  moderate  shifts  can  be  observed'. 
Over  the  20-year  period,  the  East  North  Central  and  West  North 
Central  Divisions  have  shown  the  most  pronounced  increase  as  centers 
of  agent  trade.  The  most  significant  decreases  have  taken  place  in  the 
total  trade  accounted  for  by  the  Middle  Atlantic  and  Pacific  Divisions. 
Some  minor  fluctuations  have  occurred  in  the  remaining  divisions. 
During  the  period,  however,  the  portion  of  total  establishments  operated 
in  each  of  the  various  divisions  has  remained  more  stable  than  volume 
of  sales. 

Recent  changes  in  divisional  distribution  of  trade  (1939  to  1948)  have 
been  very  slight.  The  only  shifts  of  significance  are  the  increasing 
importance  of  the  East  North  Central  Division  and  the  declining 
importance  of  the  Pacific  Coast  both  with  respect  to  establishments  and 
sales. 

The  principal  conclusion  is  that  geographic  area  changes  in  es- 
tablishments and  sales  of  manufacturers*  agents  have  been  moderate, 
with  the  East  North  Central  Division  showing  the  most  favorable  gain 
and  the   South  Atlantic   and  Pacific  Divisions  declining  in  importance. 

States 

(1)  Agents  with  and  without  stocks  combined. --Table  11  shows  the 
seventeen  States  in  1948  that  had  a  hundred-or-more  agent  establish- 
ments. These  seventeen  States  accounted  for  90.5  percent  of^he  places 
of  business  and  92.1  percent  of  the  agent  trade.  New  York  housed  the 
largest  number  of  establishments  and  was  the  locus  of  the  most 
business.  The  1,401  establishments  located  in  New  York  accounted  for 
15.5  percent  of  the  total,  and  their  sales  of  $761,170,000  were  18.1 
percent  of  the  national  total.  Illinois  ranked  second  in  trade  (13.8  per- 
cent) but  third  in  establishments  (12.7  percent),  with  1,146  establish- 
ments, 1,084  of  which  were  in  Chicago,  doing  a  business  of 
$580,200,000.  California  ranked  second  in  establishments  (14.9 
percent)  but  fourth  in  sales  (11.8  percent).  These  three  States  thus 
accounted  for  43.0  percent  (3,894)  of  the  establishments  and  43.7 
percent  ($1,839,315,000)  of  the  trade.  When  Michigan  and  Ohio  are 
added,  these  five  principal  States  accounted  for  57.0  percent  of  the 
establishments  and  62.3  percent  of  the  sales  of  manufacturers'  agents. 

8  United  States  Census  of  Business:  1948,  Wholesale  Trade- 
United  States  Summary,  Bulletin  No.  1-W-O  (Washington:  Govern- 
ment Printing  Office,  1951),  p.  0.09. 
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As  additional  States  are  included,  the  concentration  of  agents  con- 
tinues but  at  a  decreasing  rate  which  is  particularly  evident  after  the 
sixth  and  seventh  ranking  States  of  Pennsylvania  and  Missouri  have 
been  considered.  The  four  States  of  Maine,  Vermont,  New  Hampshire, 
and  Nevada  reported  no  manufacturers'  agents  in  1948,  while  Delaware, 
North  Dakota,  South  Dakota,  and  Wyoming  had  only  one  establishment 
each. 

Some  shifting  in  importance  of  the  various  States  from  1929  to  1948 
has  taken  place.  Generally,  the  fluctuations  have  been  quite  moderate, 
with  some  increase  in  the  concentration  of  agents  having  taken  place. 
The  seventeen  States  included  in  table  11  accountedfor  91.0  percent  of 
the  total  trade  in  1929  and  92.1  percent  in  1948.  Perhaps  the  most 
significant  change  that  has  taken  place  among  individual  States  is  the 
relative  declining  importance  of  New  York.  New  York  State  accountec 
for  23.9  percent  of  the  trade  in  1929  but  only  18.1  percent  in  1948. 
This  decrease  is  probably  an  expression  of  the  expanding  New  York 
City  Metropolitan  Area.  Indicative  of  this  inference  is  the  fact  that 
sales  in  New  Jersey  increased  533  percent  during  the  period  while  the 
national  increase  was  137  percent.  Six  other  States  declined  in  im- 
portance during  the  twenty  years,  but  the  loss  was  relatively  slight. 
The  most  significant  increases  in  importance  among  States  occurred 
in  Michigan  which  expanded  its  share  of  the  trade  from  9.9  percent 
to  12.1  percent,  and  in  Texas  which  increased  its  share  of  the  National 
total  from  2.2  percent  to  4.1  percent.  Nine  other  States  increased 
slightly  in  importance.  Generally,  however,  with  the  exception  of  the 
decline  experienced  in  New  York,  State  fluctuations  have  been  quite 
moderate. 

(2)  Agents  with  and  without  stocks  separated. --Considering  regional 
and  State  shifts  for  manufacturers'  agents  (with  and  without  stocks 
combined)  obscures  significant  variations  in  the  pattern  of  agents 
without  stocks.  Actually,  manufacturers'  agents  without  stocks  showed 
only  a  very  modest  decline  of  3.1  percent  in  places  of  business 
operated  from  1939  to  1948.  At  the  same  time,  however,  volume  of 
trade  increased  212  percent.  Manufacturers'  agents  with  stocks  during 
the  same  period  experienced  a  25.4  percent  decline  in  numbers  of 
establishments  and  only  a  151  percent  increase  in  sales.  The  relative 
concentration  by  States  of  agents  with  stocks  is  slightly  less  than  that 
of  agents  without  stocks.  California,  New  York,  and  Illinois  combined 
accounted  for  only  37.2  percent  of  the  establishments  and  42.0  percent 
of  the  sales  of  all  agents  with  stocks  in  1948.  Similar  State  figures 
for  agents  without  stocks  show  a  concentration  of  44.1  percent  of 
establishments  and  44.0  percent  of  sales.  Adding  Michigan  and  Ohio  to 
these  three  States,  manufacturers'  agents  with  stocks  located  in  the 
five  leading  States  accounted  for  50.7  percent  of  the  establishments  and 
57.3  percent  of  the  trade.  Agents  without  stocks  in  the  same  States  in 
1948  accounted  for  58.1  percent  of  the  houses  and  63.1  percent  of  the 
sales  of  the  country.  The  nature  of  the  concentration  of  agents  with 
stocks  by  States  is  somewhat  different  from  that  of  manufacturers' 
agents  without  stocks.  Stock  carrying  agents  are  thus  somewhat  more 
widely  dispersed  throughout  the  United  States  than  agents  who  do  not 
carry  stocks.  An  examination  of  the  data  indicates  that  agents  located 
substantial  distances  from  major  sources  of  supply  find  it  more 
expedient  to  carry  stocks  than  is  true  of  agents  concentrated  near  the 
eastern  and  midwestern  production  centers.  Since  1939,  however,  a 
smaller  proportion  of  agents  nationally  are  finding  it  advantageous  to 
carry  stocks. 
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Table  11 .  —MANUFACTURERS  ■   AGENT'S— ESTABLISHMENTS  AND  SALES  FOR  SEVEN- 
TEEN  PRINCIPAL  STATES  AS  A  PERCENTAGE  OF     THE  UNITED  STATES  TOTAL, 
1929  AND  1948 


State 


Percent  of  United  States  total 


1929 


Estab- 
lish- 
ments 


Sales 


1948 


Estab- 
lish- 
ments 


Sales 


United  States,  total 

Total,  seventeen  States.... 

New  York 

California 

Illinois 

Michigan 

Ohio 

Pennsylvania. , 

Missouri 

Texas 

Massachusetts ....« 

Minnesota 

Wisconsin • 

Washington , 

Georgia , 

Maryland •• 

Colorado 

Indiana 

North  Carolina 

Other  thirty-one  States  and 
District  w;  Columbia 


100.056 

88.7 

16.8 
15.6 
11.9 
6.3 
7.1 
7.1 
3.9 
2.3 
4.2 
2.0 
1.1 
2.1 
1.3 
3.4 
1.9 
0.9 
0.8 

11.3 


100.036 

91.3 

23.9 
12.7 
12.6 
9.9 
5.9 
6.0 
3.3 
2.2 
4.6 
1.2 
1.1 
2.0 
1.0 
2.3 
1.0 
0.7 
0.9 

8.7 


IOO.O56 

90.5 

15.5 
14.9 
12.7 
7.2 
6.7 
5.8 
5.7 
4.0 
3.9 
2.9 
2.1 
1.9 
1.9 
1.6 
1.4 
1.3 
1.1 

9.5 


IOO.O56 

92.1 

18.1 
11.8 
13.8 
12.1 
6.5 
5.6 
5.1 
4.1 
3.4 
2.2 
1.3 
1.2 
2.1 
1.2 
1.0 
>1.1 
1.6 

7.9 


Table  12. —NUMBER  OF  MANUFACTURERS'  AGENTS  (WITH  STOCKS)  EXPRESSED  AS  A 
PERCENTAGE  OF  TOTAL  NUMBER  OF  MANUFACTURERS1  AGENTS:  1939  AND  1948 


Geographic  division 

1939 

1948 

New  England 

19. 9# 

17.1 

16.7 

18.5 

22.9 

19.3 

27.1 

24.4 

22.6 

20. 6# 

14.6 

Middle  Atlantic 

East  North  Central 

13.0 

West  North  Central 

16.4 

South  Atlantic 

16.5 

East  South  Central 

17.1 

West  South  Central 

17.3 

Mountain 

19.1 

Pacific 

18.8 

Cities 


(1)  Manufacturers'  agents  concentrated  in  large  cities.- -That manu- 
facturers'  agents  are  concentrated  in  big  cities  is  clearly  indicated  in 
tables    13   and    14,   and  table   II.    These   tables  show  the  unusually  high 
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concentration  of  agent  establishments  and  sales  in  the  larger  population 
centers.  New  York  City  alone  accounted  for  16.5  percent  of  all  agent 
trade  in  the  United  States  in  1948,  while  Chicago  was  second  with  13.3 
percent.  These  two  cities  served  as  the  location  for  one-fourth  (24.7 
percent)  of  the  establishments  and  three-tenths  (29.8  percent)  of  the 
sales  negotiated  nationally. 

The  five  ranking  cities  with  the  greatest  number  of  manufacturers' 
agents  in  1948  were  New  York,  Chicago,  Los  Angeles,  Detroit,  and  San 
Francisco.  These  cities  accounted  for  45.1  percent  of  the  establish- 
ments, or  4,077  out  of  the  total  of  9,048;  and  contributed  sales  of 
$2,193,961,000,  or  over  one-half  (52.1  percent)  of  the  agent  trade. 
The  data  thus  reveal  an  extremely  dense  concentration  of  trade  within 
major  wholesale  markets. 

These  five  cities  also  made  proportional  contributions  to  employ- 
ment and  pay  roll  as  related  to  the  total  for  all  manufacturers'  agents. 
The  group  provided  employment  to  44.8  percent  of  all  agent  paid 
employees  and  met  48.8  percent  of  the  total  pay  roll. 

After  the  first  five  cities  have  been  examined,  the  further  con- 
centration of  agent  establishments  and  sales  is  more  modest  but 
nevertheless  still  substantial.  When  the  ten  largest  cities,  based  on 
the  number  of  agent  establishments,  are  considered,  the  concentration 
increases  but  at  a  decreasing  rate.  Adding  Philadelphia,  St.  Louis, 
Boston,  Cleveland,  and  St.  Paul — Minneapolis  to  the  five  cities  noted 
above,  the  combined  group  provided  the  location  for  three-fifths  of 
the  establishments  and  two-thirds  of  total  trade.  The  number  of  paid 
employees  retained  by  these  agents  was  almost  directly  proportional 
to  the  number  of  establishments  operated.  The  11, 808 people  employed 
by  agents  located  in  these  ten  cities  amounted  to  59.7  percent  of  the 
total  agent  employment. 

The  average  annual  sales  of  establishments  located  in  the  big  cities 
is  larger  than  that  of  houses  located  in  the  smaller  cities  and  rural 
areas.  Per  establishment,  the  big  city  agents  averaged  the  same 
number  of  employees  as  those  in  smaller  areas.  The  employees  of 
agents  located  in  the  large  cities,  however,  received  somewhat  higher 
wages  and  salaries  than  their  counterparts  in  the  smaller  communities. 

Three  fourths  (74.4  percent)  of  all  agent  trade  in  the  United  States  in 
1948  was  transacted  by  establishments  located  in  the  seventeen  cities 
with  a  population  of  more  than  500,000  in  1950.  This  business  was 
conducted  by  6,333  houses,  or  70.0  percent  of  the  total  number  of 
establishments.  As  a  result  of  the  clustering  of  firms  in  the  larger 
cities,  there  is  a  greater  urban  concentration  of  agent  trade  than  is 
true  of  wholesale  trade  in  general.  Manufacturers'  agents,  therefore, 
appear   to  be  a  type  of  business  characterized  by  large  city  locations. 

When  metropolitan  areas  are  substituted  for  city  corporation  limits, 
the  degree  of  agent  concentration  in  the  large  urban  area  is  even  more 
pronounced.  The  seven  metropolitan  areas  shown  in  table  13  account 
for  over  5  percent  more  of  the  national  total  of  agent  houses  and  trade 
than  the  same  seven  corporate  cities. 

(2)  Fluctuations  in  concentration  and  importance  of  individual 
cities.-- The   leading  twenty-five  cities,  as  shown  in  table  II,  accounted 


9  Counting  Minneapolis  —  St.  Paul  for  this  purpose  as  one  city.  Ac- 
tually Minneapolis  had  a  population  of  517,277  in  1950  and  St.  Paul 
309,474.  The  other  16  cities  were:  New  York,  Chicago,  Los  Angeles, 
Detroit,  San  Francisco,  Philadelphia,  St.  Louis,  Boston,  Cleveland, 
Milwaukee,  Cincinnati,  Pittsburgh,  Baltimore,  Buffalo,  New  Orleans, 
Houston  1950  Census  of  Population,  Preliminary  Counts,  (Washington: 
U.  S.  Department  of  Commerce,  January  11,  1951). 
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Chart  2.  --PERCENT  INCREASE  IN  SALES  OF  MANUFACTURERS' 

AGENTS,      1929    TO    1948   IN   10    SELECTED   CITIES  OF    THE 

UNITED   STATES 

Percent 
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for  more  than  four-fifths  (81.0  percent)  of  all  establishments;  these 
7,331  establishments  contributed  84.3  percent  of  the  trade  transacted, 
provided  four-fifths  (80.2  percent)  of  the  employment,  met  82.7  percent 
of  the  pay  roll,  and  held  73.9  percent  of  the  stocks  owned  by  all  agents 
in  1948.  Although  there  was  a  slightly  larger  concentration  in  the 
bigger  cities  in  1948  than  in  1939,  the  present  concentration  of  agents 
in  these  twenty-five  cities  is  comparable  to  the  concentration  in  1929. 
Only  approximately  a  1  percent  variation  is  observed  in  both  sales 
and  establishments  between  the  1948  and  1929  city  density.  This 
relative  stability  of  location  is  another  indication  of  the  maturity  of 
the  manufacturers'  agent  which  was  earlier  suggested. 


Table  14. —ESTABLISHMENTS,  SALES,  PAY  ROLL  EMPLOYEES, AND  STOCKS  FOR 
TWENTY-FIVE  CITIES  EXPRESSED  AS  A  PERCENTAGE  OF  THE  UNITED  STATES 
TOTAL:   1929-1948 


Item 

1929 

1935 

1939 

1948 

Establishments ................ 

79.8 
85.3 
85.5 
n.a. 
82.6 

77o0 
n.a. 
n.a. 
n.a. 
n.a. 

80.9 
n.a. 
n.a. 
n.a. 
n,a. 

81.0 

Sales ■•••••••••••••••••••••••• 

84.3 

Pay  roll ••••■•••••••••■••••••• 

82.7 

80.2 

Stocks ■•••■••••■•••••••■•....• 

73.9 

n.a.   Not  available. 

The  analysis  of  the  basic  city  data  in  table  II  provides  a  framework 
within  which  to  observe  the  relative  shifts  of  specific  cities  as  well  as 
the  variation  in  concentration  for  type  of  operation,  i.e.,  agents  with 
and  without  stocks. 

Relative  to  the  shifts  by  particular  cities,  table  15  is,  in  general, 
self  explanatory.  The  major  change  that  has  taken  place  is  the  de- 
creasing importance  of  New  York  City.  Other  cities  showing  declines 
as  centers  of  agent  trade  include  San  Francisco,  Philadelphia,  Boston, 
Seattle,  and  Baltimore.  Cities  that  show  up  more  favorably  in  1948  are 
Chicago,  Los  Angeles,  Dallas,  Detroit,  and  Atlanta.  The-  changes, 
however,  appear  to  be  quite  moderate  and  are  not  directed  at  any 
particular  geograpnic  area.  Rather,  almost  every  major  region  of  the 
country  is  represented  by  a  city  showing  an  enhanced  position  in  1948 
as  well  as  a  city  with  a  more  than  proportional  decline. 

(3)  City  concentration  of  agents  with  stocks.- -Agents  with  stocks 
show  a  smaller  concentration  in  the  larger  cities  than  agents  without 
stocks.  Agents  with  stocks  in  the  twenty-five  cities  shown  in  table  II 
accounted  for  71.7  percent  of  the  establishments,  81.1  percent  of  the 
trade,  76.2  percent  of  the  paid  employees,  and  79.8  percent  of  the  pay 
roll  of  this  type  of  manufacturers'  agent.  Similar  figures  for  agents 
without  stocks  in  the  same  cities  were  82.8  percent  of  establishments, 
84.9  percent  of  sales,  82.0  percent  of  paid  employees,  and  83.9  percent 
of  pay  roll.  Thus  the  smaller  degree  of  concentration  for  agents  with 
stocks  in  these  cities  is  evident.  In  addition,  the  amount  of  stocks  held 
per  establishment  in  the  large  cities  is  proportionally  less  than  for 
establishments   located   in   the    smaller    communities  and  rural  areas. 

The  smaller  concentration  of  agents  with  stocks  and  the  lower  levels 
of  inventories  carried  in  the  large  cities  is  probably  due  to  the  fact  that 
manufacturers'  agents  in  such  locations  do  not  experience  as  great  a 
need    for    resale   inventories    as    agents    in   the    smaller  communities. 

Principals  frequently  maintain  regionally  warehoused  stocks  in  the 
major  cities.  In  addition,  the  agent  may  be  located  in  the  close 
proximity   to   his    clients,   or  the  speed  and  adequacy  of  transportation 
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Table  15.— NINETEEN  PRINCIPAL  CITIES*— NET  SALES  EXPRESSED  AS  A  PERCENT 
OF  UNITED  STATES  TOTAL:    1929-1948 


City 


1929 


1935 


1939 


1948 


New  York  City , 

Chicago , 

Los  Angeles , 

Detroit , 

San  Francisco , 

Philadelphia , 

St.   Louis 

Boston , 

Cleveland , 

Dallas 

St.  Paul-Minneapolis., 
Kansas  City,  Missouri, 

Milwaukee , 

Seattle , 

Atlanta 

Cincinnati 

Pittsburgh ■ 

Baltimore 

Denver , 


22.4 
12.4 
5.6 
9.4 
6.8 
4.1 
1.5 
4.0 
3.4 
1.0 
1.1 
1.7 
1.0 
1.8 
0.5 
1.5 
1.2 
2.3 
1.0 


23.4 
11.2 
5.9 
6.6 
7.7 
3.1 
4.1 
4 
2 
1 
2 
0 
1 

1.4 
1.2 
1.6 
n.a. 
0.9 
1.2 


17.9 

10.5 
7.3 

10.8 
6.0 
2.7 
4.5 
4.4 
2.8 
2.1 
2.0 
0.9 
1.5 
1.4 

n.a. 
1.6 

n.a. 
1.3 
0.7 


16.5 
13.3 
6.7 
11.1 
4.5 
3.3 
3.1 
3.0 
3.6 
2.8 
2.2 
1.8 
1.1 
1.2 
1.9 
1.3 
1.5 
1.0 
1.0 


*  Cities  accounting  for  at  least  1  percent  of  the  total  trade  in  1948, 
n.a.   Not  available. 

facilities  between  major  cities  may  permit  rapid  delivery  direct  from 
producer  to  buyer  without  the  need  for  intermediate  warehousing.  These 
factors  appear  to  permit  the  agent  in  the  large  city  to  meet  the  needs 
of  his  customers  adequately  withoutowning  stocks,  or  holding  the  levels 
of  inventory  necessary  for  a  similar  agent  located  in  a  smaller  popu- 
lation center.  As  a  result,  the  concentration  of  agents  with  stocks  is 
smaller  in  the  large  cities  than  is  true  of  manufacturers'  agents  with- 
out stocks. 

The  general  concentration  of  manufacturers'  agents  in  the  larger 
cities  suggests  that  these  agents  are  not  principally  involved  in 
serving  marginal  geographic  markets  as  has  frequently  been  believed. 
Certain  large  market  areas  served  by  manufacturers' agents,  however, 
may  be  marginal  to  particular  manufacturers  due  to  the  long  distance 
from  production  facilities    and   the    resultant   high   cost   of  marketing. 

Manufacturers' Agents  by  Kinds  of  Business 

In  analyzing  the  trade  of  manufacturers'  agents  by  kinds  of  business, 
each  establishment  has  been  classified  on  the  basis  of  the  chief  line  or 
lines  of  merchandise  in  which  it  deals.  Where  merchandise  lines  are 
mixed,  trade  designation  has  been  the  determining  classification  factor. 
Manufacturers1  agents  are  divided  into  fifteen  major  trade  groups  which 
are    further     subdivided    into    thirty-nine    detailed   kinds    of  business. 

Tables  III  and  IV  present  number  of  establishments,  sales,  operating 
expenses  or  commissions  received,  personnel,  pay  roll,  and  inventories 
for  each  type  of  agent  (with  and  without  stocks)  by  detailed  kinds  of 
business  for  the  census  years  1948,   1939,   1935,  and  1929. 10 


10  Operating  expenses  were  reported  in  the  1929,  1935,  and  1939 
censuses.  In  1948,  agents  reported  commissions  received  in  place  of 
operating  expenses;  both  commissions  and  expenses  are  not  available 
for  the  same  census  year. 
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The  detailed  kind-of-business  data  make  possible  an  analysis  of 
agent  distribution  to  determine  the  total  number  of  manufacturers' 
representatives  specializing  in  a  given  line  of  trade,  their  net  sales, 
commissions,  number  of  employees,  pay  roll,  and  stocks  on  hand, 
as  well  as  pertinent  ratios  and  variations.  These  detailed  figures 
likewise  enable  one  manufacturers'  agent  to  compare  his  accomplish- 
ments, present  as  well  as  historical,  with  similar  agents.  The  discus- 
sion presented  here,  however,  is  descriptive.  An  analysis  covering  the 
reasons  why  agents  operate  in  certain  trades  and  not  in  others  will  be 
given  attention  later. 

Machinery,  equipment,  and  supplies  is  the  most  important  major 
trade  group  for  manufacturers'  agents.  Of  the  total  of  9,048  establish- 
ments in  the  United  States  in  1948,  there  were  2,235  engaged  in  the 
distribution  of  this  broad  class  of  industrial  goods.  These  establish- 
ments had  total  sales  in  1948  of  $836,318,000.  Thus,  one  major  trade 
accounted  for  nearly  one-fourth  (24.7  percent)  of  all  agent  houses  and 
one-fifth  (19.9  percent)  of  total  agent  sales  volume,  which  represents 
an  unusual  degree  of  line  specialization.11  Within  the  machinery, 
equipment  and,  supplies  group,  agents  specializing  in  industrial 
machinery,  equipment,  and  supplies  were  the  most  predominant.  These 
industrial  equipment  agents  operated  1,589  establishments  and  did  a 
combined  business  of  $564,087,000--almost  double  the  number  of 
establishments  in  any  other  detailed  kind  of  business  and  about  one- 
third  more  trade.  Industrial  machinery,  equipment,  and  supply  agents 
alone  accounted  for  one-fifth  of  the  total  agent  employment  in  all  kinds 
of  business  and  about  the  same  portion  of  aggregate  pay  roll. 

Dry  goods  and  apparel  was  second  in  importance  as  a  major  trade 
group.  Agents  in  this  trade  operated  a  total  of  1,265  establishments 
with  sales  of  $593,597,000  in  1948.  Dry  goods  and  apparel  thus 
accounted  for  14.0  percent  of  all  agent  establishments  and  14.1  per- 
cent of  total  trade.  These  agents  also  met  6.8  percent  of  the  total  agent 
pay  roll  while  employing  7.4  percent  of  the  workers.  Within  the  major 
trade  group,  agents  in  clothing,  furnishings,  and  footwear  predomi- 
nated. These  agents  operated  64.2  percent  of  the  1,265  establishments 
and  negotiated  sales  of  $311,871,000  or  over  one-half  of  the  group 
total.  The  allied  clothing  agents  alone  accounted  for  9.0  percent  of  all 
agent  establishments  and  7.4  percent  of  total  sales  volume. 

The  electrical  trade  group  (electrical  appliances  and  specialties, 
wiring  supplies,  and  apparatus)  is  third  in  importance  as  a  major  kind 
of  business  for  manufacturers'  agents.  These  electrical  agents 
operated  12.3  percent  of  all  establishments,  produced  14.0  percent  of 
the  sales  volume,  met  14.1  percent  of  the  yearly  pay  roll,  and  pro- 
vided 13.9  percent  of  the  employment  among  all  agents  in  1948.  Agents 
specializing  in  electrical  apparatus  and  wiring  supplies  were  the 
second  most  important  detailed  kind  of  business  both  from  the  point 
of  view  of  number  of  establishments  and  volume  of  trade.  These  agents 
numbered  823  and  transacted  $418,338,000  of  business  in  1948  or  9.9 
percent  of  total  agent  sales. 

The  three  major  trade  groups  (machinery,  equipment,  and  supplies; 
dry  goods  and  apparel;  and  electrical  goods)  accounted  for  approxi- 
mately one-half  (48.0  percent)  of  agent  trade,  while  operating  a 
slightly  higher  proportion  of  establishments  (51.0  percent),  providing 
one-half  (49.2  percent)  of  the  paid  employment,  and  supplying  one-half 
(50.7  percent)  of  the  yearly  pay  roll. 


11  Food  brokers,  auction  companies,  and  other  such  detailed  type- 
of-operation  wholesale  businesses  show  strong  concentration  in  one 
particular  line  of  merchandise.  The  statement  refers  to  wholesale 
types  that  distribute  goods  of  all  kinds. 
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Chart  3.  —MANUFACTURERS'  AGENTS — SALES  BY  KIND  OF  BUSI- 
NESS AS  A  PERCENT  OF  ALL  MANUFACTURERS'  AGENTS 


Percent 
16  20 


MACHINERY,  EQUIPMENT, 
SUPPLIES 


DRY  GOODS,  APPAREL 


ELECTRICAL  GOODS 


HARDWARE,  PLUMBING, 
HEATING 


AUTOMOTIVE 


METALS,  METALWORK 
SCRAP) 


FURNITURE,  HOME 
FURNISHINGS 


DRUGS,  CHEMICALS, 
ALLIED  PRODUCTS 


GROCERIES,  CONFECTION- 
ERY, MEATS 


LUMBER,  CONSTRUCTION 
MATERIALS 


AMUSEMENT,  SPORTING 
GOODS 


PAPER  AND  ITS  PRODUCTS 


JEWELRY 


MANUFACTURERS'  AGENTS, 
N.E.C. 


UNITED  STATES  TOTAL 
$u, 209,234,000  =  100% 


, r~ 
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Other  important  major  trade  groups  for  manufacturers'  agents,  in 
order  of  trade  significance,  and  their  respective  percentages  of  total 
sales  are:  hardware,  plumbing,  and  heating  (9.0  percent);  automotive 
(7.6  percent);  metals  and  metalwork  (7.4  percent);  and  furniture  and 
home  furnishings   (6.4  percent). 

Detailed  kinds  of  agent  business  which  had  1948  sales  of  at  least 
$200,000,000,  in  addition  to  industrial  machinery,  equipment,  and 
supplies  and  clothing,  furnishings,  and  footwear  were,  in  order  of  rank 
by  sales  volume:  automotive  equipment,  tires,  and  tubes  (7.5  percent); 
iron  and  steel  products  (6.3  percent);  hosiery,  underwear,  and  piece 
goods  (5.2  percent);  and  plumbing  and  heating  equipment  and  supplies 
(4.8  percent).  Trades  of  less  importance  but  having  at  least  200 
establishments  are:  amusement  and  sporting  goods;  commercial 
machines  and  equipment;  hardware;  electrical  appliances;  household 
and  office  furniture;  home  furnishings;  and  hosiery,  underwear,  and 
>iece  goods. 

Manufacturers'  agent, an  industrial  marketing  institution 

A  principal  conclusion  which  can  be  drawn  from  the  data  is  that  rhe 
manufacturers'  agent  is  more  significant  in  the  distribution  of  industrial 
goods  than  consumer  goods.  Although  the  exact  quantity  of  industrial 
goods  distributed  by  manufacturers'  agents  is  impossible  to  ascertain 
accurately,  the  facts  do  point  out  that  the  magnitude  of  industrial  goods 
volume  justifies  the  conclusion.12  It  is  possible,  however,  to  determine 
with  reasonable  accuracy  the  minimum  volume  of  industrial  goods 
transactions  and  to  project  a  careful  estimate  of  the  total  industrial 
volume. 

Within  the  detailed  kinds  of  business  shown,  it  may  be  assumed, 
principally  by  the  definition  of  industrial  goods,  that  establishments 
are  engaged  almost  entirely,  if  not  solely,  in  industrial  marketing  when 
they  are  in  these  classifications:  machinery,  equipmentTand  supplies; 
industrial  chemicals;  electrical  apparatus  and  wiring  supplies;  plumb- 
ing and  heating  equipment;  lumber  and  millwork;  construction  ma- 
terials; iron  and  steel  products;  nonferrous  metals  and  metalwork;  and 
farm  supplies.  For  purposes  here,  their  sales  are  assumed  to  be 
industrial.  Agent  establishments  operated  in  these  trades  numbered 
4,505.  Total  business  transacted  in  1948  amounted  to  $1,972,506,000. 
In  addition,  a  substantial  quantity  of  industrial  goods  are  included  in 
the  other  kinds  of  business  presented  in  table  III.  Illustrative  of  such 
commodities  are  physicians  supplies,  paints,  glass,  work  clothing  and 
footwear,  office  furniture,  office  machines,  refrigeration  equipment, 
industrial  hardware,  oils  and  greases  (inedible),  and  textile  materials. 
It  is  impossible  to  isolate  the  sales  of  these  particular  commodities 
from  the  various  trade  totals  to  determine  the  portion  of  business  that 
actually  involves  industrial  commodities.  Table  VIII,  however,  presents 
a  breakdown   of   sales   by   class    of   customer,  including  sales  made  to 

The  term  "industrial  goods"  is  commonly  defined  as  those  goods 
used  in  the  production  of  other  goods  and  services.  Such  goods  may  be 
used  directly  in  the  fabrication  of  other  goods  and  services,  or  in- 
directly to  facilitate  fabrication  or  distribution.  The  term  embraces  all 
goods  destined  for  business  use,  including  merchandise  used  in 
carrying  on  institutional  enterprises.  Following  this  definition,  it  is 
impossible  to  tell  from  the  datahere  presented,  precisely  what  portion 
of  agent  establishments  and  sales  are  involved  in  the  marketing  of 
industrial  goods.  For  a  discussion  of  the  definition  of  industrial  goods 
see  "Report  of  the  (American  Marketing  Association)  Definitions 
Committee,  Journal  of  Marketing,  Vol.  XIII,  No.  2,  October   1948,  p.  208. 
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industrial  users,  by  kinds  of  business.  Some  generalization  can  thus  be 
made  regarding  sales  of  industrial  goods  in  the  kinds  of  business  not 
assumed  to  be  solely  industrial.  The  percentage  of  sales  made  to 
industrial  users  in  the  various  trades  is  shown  only  for  establishments 
which  were  so  able  to  analyze  their  sales.  The  amount  of  trade  con- 
ducted directly  with  industrial  users  does  not  constitute  the  total 
volume  of  industrial  goods.  Rather,  such  sales  are  the  minimum  amount 
of  industrial  transactions,  because,  in  addition,  apart  of  the  sales  made 
to  other  wholesale  establishments  are  ultimately  destined  for  industrial 
and  business  consumption.  In  the  hardware  trade,  for  example,  the 
agent  may  sell  tools  to  a  supply  house  which  in  turn  sells  the  tools  to 
an  industrial  user.  Such  industrial  transactions  would  not  be  included 
in  the  sales  to  industrial  users  shown  in  table  VIII,  nor  can  they  be 
isolated.  As  a  result,  the  percentage  of  sales  to  industrial  users  in 
each  kind  of  business  should  be  considered  the  minimum  amount  of 
industrial  transactions  for  the  given  trade.  Nevertheless,  applying  the 
percentage  of  industrial  user  sales  to  the  total  trade  conducted  in  each 
detailed  kind  of  business  shows  that  sales  to  industrial  users  in  1948, 
excluding  kinds  of  business  assumed  to  be  entirely  industrial,  were 
$591,754,000.  Adding  the  $591,754,000  to  the  volume  of  trade  con- 
ducted in  kinds  of  business  assumed  to  be  industrial  gives  a  total 
volume  for  industrial  transactions  of  $2,564,260,000.  This  volume 
represents  65.5  percent  of  the  trade  carried  on  by  agents  classified 
by  detailed  kinds  of  business.13  When  it  is  recognized  that  the  65.5 
percent  excludes  many  transactions  involving  the  sale  of  industrial 
goods,  the  manufacturers'  agent  emerges  primarily  as  an  industrial 
marketing  institution.  The  computation  indicates  that  the  minimum 
volume  of  industrial  transactions  is  double  that  for  consumer  goods. 
The  evidence  would  appear  to  justify  the  conservative  estimate  that 
approximately  three-fourths  of  all  sales  are  of  an  industrial  character, 
and  the  conclusion  that  the  manufacturers'  agent  operates  pre- 
dominately in  industrial  marketing.  This  statement  does  not  imply, 
however,  that  agents  cannot  or  do  not  do  an  effective  job  in  mer- 
chandising consumer  goods.  Ability  to  distribute  consumer  goods 
effectively  is  exemplified  by  the  fact  that  dry  goods  and  apparel  is 
second  in  importance  as  a  trade  group  in  agent  business. 

Agents  with  stocks 

Manufacturers'  agents  with  stocks  show  heavy  concentration  in  a 
few  lines  of  trade  and  are  relatively  insignificant  in  others.  For  all 
kinds  of  business,  agents  with  stocks  operated  15.7  percent  of  the 
establishments  and  accounted  for  15.1  percent  of  the  total  trade  in 
1948.  Table  17  shows  the  kinds  of  business  where  agents  most  fre- 
quently hold  stocks  for  resale.  The  data  indicate  that  agents  have 
inventories  to  a-greater  degree  in  the  industrial  goods  trades.  Agents 
with  stocks,  in  contrast,  were  relatively  insignificant  in  the  confec- 
tionery, jewelry,  and  furniture  trades.  The  relative  importance  of 
manufacturers'  agents  with  stocks  in  the  industrial  goods  area  appears 
to     reflect    the    need    for    immediate     access    to    repair  parts  and/or 

622  establishments  were  not  listed  in  detailed  kinds  of  business. 
The  sales  of  these  establishments  were  subtracted  from  the  total  sales 
of  manufacturers'  agents  in  1948.  The  65.5  percent  applies  to  the 
$3,915,932,000  of  trade  transacted  by  establishments  shown  in  de- 
tailed kinds  of  business  and  not  to  the  national  agent  total  of 
$4,209,234,000.  Sales  to  industrial  users  by  agents  not  classified  by 
detailed  kinds  of  business  amounted  to  67.1  percent  of  the  trade 
analyzed  by  class  of  customer.  See  table  10. 
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Table  17 . —MANUFACTURERS •  AGENTS  (WITH  STOCKS)— UNITED  STATES  BY 
SELECTED  KINDS  OF  BUSINESS:  1948;  ESTABLISHMENTS  AND  SALES  AS  A 
PERCENTAGE  OF  ALL  MANUFACTURERS'    AGENTS 


Kind  of  business 

Establishments 

Sales 

United  States,  total, 

all  kinds  of  business ................... 

15.7% 

31.0 

41.7 
35.2 

33.3 

19.3 

25.7 

•  25.0 

22.4 

15.1% 

67.2 

Farm  and  dairy  machinery,  equipment, 
and  supplies ........................ 

Commercial  machines,  equipment, and 
supplies  •••••••••••• ••••••••• 

29.6 

Industrial  chemicals 

Construction  machinery,  equipment, 

61.7 
35.3 

Plumbing  and  heating  equipment  and 
supplies ••••••■••••••••••••••••••••■ 

26.5 

Industrial  machinery,  equipment,  and 
supplies ••••••••••••■••••••••••••••• 

26.0 

Paints  and  varnishes •••....•••... 

64.9 

Other  (nonlumber)  construction 

mat eri  als •••••••••••••••••••■•• 

18.8 

emergency  delivery.  Where  the  operation  of  a  production  line  may  be 
at  stake,  local  inventories  are  almost  necessary  to  buyers.  In  the  case 
of  consumer  goods,  most  wholesalers  and  retailers  can  anticipate 
requirements  with  sufficient  accuracy  so  that  ordinary  delivery  serv- 
ice from  the  manufacturer  is  satisfactory.  Buyer  requirements  thus 
appear  to  warrant  the  more  frequent  occurrence  ot  owned  inventories  for 
resale  among  industrial  goods  agents. 

Changes  in  agents'  trade  by  kind  of  business 

When  historical  comparisons  are  made  of  manufacturers'  agents 
(as  defined  and  classified  by  the  Census)  by  kinds  of  business,  it  is 
noted  that  such  representatives  have  improved  their  position  in  some 
lines  of  trade  and  become  less  important  in  others. 

Care  should  be  used  in  evaluating  changes  by  kinds  of  business, 
however,  as  a  result  of  Census  procedures.  Several  classification 
factors  could  account  for  shifts  in  a  particular  trade.  First,  the 
Census  policy  of  emphasizing  self-designation  in  classifying  establish- 
ments by  type  of  operation  could  permit  a  shifting  of  type-of-operation 
for  individual  businesses  that  choose  to  operate  under  a  different  trade 
designation,  while  continuing  operations  in  substantially  the  same 
manner.  For  example,  the  large  decrease  in  number  of  grocery  agents 
from  1939  to  1948  (387  places  of  business  in  1939,  only  96  in  1948)  is 
primarily  a  result  of  classification  procedure  caused  by  the  growing 
preference  for  the  designation  "food  broker"  in  place  of  manu- 
facturers' agent.  In  1949,  during  the  enumeration  of  the  1948  Census  of 
Business  the  National  Food  Brokers  Association  passed  a  resolution 
urging  all  members  to  adopt  the  name  of  food  broker  to  promote 
greater  uniformity  of  title.  Prior  to  that  time  a  variety  of  terms  had 
been  used  in  describing  members.  The  functions  of  a  food  broker  are 
substantially  similar  to  those  of  a  manufacturers' agent.  No  significant 
variation  can  be  observed  in  the  nature  of  the  food  brokers'  operations, 
as  described  by  the  National  Food  Brokers  Association,  and  those  of  a 
manufacturers'  agent.  Conceptually,  many  food  brokers  could  be 
classified  as  manufacturers'  agents  or  vice  versa. 
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Inasmuch  as  the  present  Census  policy  is  principally  one  of  self- 
designation  (unless  there  is  evidence  to  the  contrary  on  the  census 
return)  many  food  products  agents  may  have  #been  classified  in  the 
1948  census  as  food  brokers  because  of  their  preference  for  such 
designation.1,4  Second,  the  "major-portion-of-business"  rule  is  ap- 
plied each  year  in  classifying  establishments  by  type  of  operation  and 
kind  of  business.15  Consequently  establishments  performing  over- 
lapping functions  (such  as  those  that  operate  partially  as  selling  agents) 
and  those  that  overlap  lines  of  trades  (furniture  and  home  furnishings) 
may  shift  in  classification  from  one  census  year  to  another.  Granted 
such  shifts  are  likely  to  be  relatively  small  as  compared  to  the  total 
number  of  establishments  involved,  borderline  cases  may  be  significant 
in  trades  such  as  hardware;  machinery,  equipment,  and  supplies; 
construction  materials;  groceries;  electrical  goods;  furniture  and  home 
furnishings;  and  clothing  and  related  apparel.  Third,  it  should  be 
remembered  that  the  total  volume  of  business  of  each  establishment 
is  shown  in  one  trade.  As  a  result,  when  a  manufacturers'  agent  goes 
out  of  business  or  changes  classifications,  a  more  than  proportional 
change  takes  place  in  the  volume  of  sales  for  the  particular  line  of 
trade  involved. 

Careful  evaluation  should  thus  be  used  in  drawing  conclusions  as  to 
changes  by  kind  of  business. 

One  test  that  can  be  used  in  analyzing  the  varying  importance  of  the 
manufacturers'  agent  in  particular  lines  of  trade  is  the  relative  change 
in  sales  volume  that  has  taken  place.  Trade  by  manufacturers'  agents 
increased  for  all  kinds  of  business  combined  by  137.1  percent  from 
1929  to  1948. 

Table  IV  reveals  that,  of  the  35  detailed  kinds  of  business  for  which 
information  is  available,  sales  in  21  trades  increased  more  than 
proportional  to  the  national  average;  ten  experienced  gains,  but  less 
than  the  average;  and  four  experienced  actual  declines  in  sales 
volume.  Figures  for  one  trade,  wines  and  distilled  spirits,  were  not 
available.  Kinds  of  business  for  which  increases  were  substantially 
more  favorable  than  the  average  include:  confectionery;  automotive 
equipment,  tires,  and  tubes;  wiring  supplies  and  electrical  apparatus; 
electrical  appliances  and  specialties;  plumbing  and  heating  equipment; 
service  establishment  equipment  and  supplies;  and  amusement  and 
sporting  goods. 

Percentage  increases,  however,  may  not  always  be  meaningful  in 
analyzing  changes  by  kind  of  business.  External  economic  conditions 
are  of  major  importance  in  determining  the  amount  of  trade  in  a 
given  kind  of  business.  Industrial  goods,  for  example,  have  experienced 
substantial  sales  increases  in  the  past  ten  years  due  to  an  expanding 
economy  and  a  particularly  strong  capital  goods  demand.  Consequently, 
the  sales  of  manufacturers'  agents  would  be  expected  to  show  large 
advances  in  this  area.  Percentage  increases,  therefore,  are  not  as 
desirable  a  barometer  of  the  changing  status  of  the  agent  as  is  the 
share  of  the  market  which  he  divides  with  other  wholesale  institutions. 
A  pertinent  analysis  thus  involves  the  changes  which  have  taken  place  in 
the  relation  of  agent  sales  to  those  of  other  wholesale  types  in  the 
same  trades. 

When  the  volume  of  trade  shown  for  merchant  wholesalers,  manu- 
facturers'  branches,   manufacturers'  sales  offices,  and  all  agents  and 


14  Material  with  respect  to  members  adoption  of  the  designation 
"food  broker"  is  obtained  from  a  personal  interview  with  Mr.  Ralph  D. 
Davies,    Past    President    of   the    National   Food   Brokers    Association. 

15  "Major-portion-of-business"  refers  to  the  basis  upon  which  50 
percent,  or  the  bulk,  of  the  business  was  carried  on. 
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brokers  is  combined  for  each  kind  of  business,  it  is  possible  to 
observe  the  share  of  each  market  held  by  the  manufacturers'  agent 
and  the  changes  that  have  taken  place  from  1939  to  1948.  16  Table  17 
shows  that  manufacturers  '  agents  increased  their  share  of  the  combined 
market  in  the  following  trades:  confectionery;  clothing,  furnishings, 
and  footwear;  wiring  supplies  and  electrical  apparatus;  hardware; 
nonferrous  metals;  amusement  and  sporting  goods;  and  jewelry .  These 
gains  were  very  modest  in  all  cases  but  electrical  apparatus  and 
confectionery.  Agents  in  these  two  trades  increased  their  share  of  the 
combined  sales  of  the  four  major  types  of  operation  in  the  10-year 
period  from  5.6  percent  to  8.7  percent  and  2.6  percent  to  3.8  percent 
respectively .  Plumbing  and  heating  equipment  and  transportation  equip- 
ment agents,  although  showing  slight  decreases,  held  about  their  same 
share  of  the  trade,  6.6  percent  to  6.5  percent  and  11.0  percent  to  10.8 
percent  respectively.  In  the  following  trades,  manufacturers'  agents 
experienced  rather  substantial  losses  in  the  share  of  the  market  held 
in  1948  versus  1939:  Chemicals;  paints  and  varnishes;  furniture  and 
allied  lines;  stationery  and  office  supplies;  electric  appliances; 
lumber;  other  construction  materials;  commercial,  construction, 
industrial,  and  service  establishment  machinery,  equipment,  and 
supplies;  and  iron  and  steel  products.  Most  pronounced  were  the  drops 
in  electrical  appliances,  10.4  percent  to  5.4  percent;  lumber,  5.4  per- 
cent to  1.8  percent;  commercial  machinery  and  equipment,  10.3 
percent  to  3.3  percent;  and  construction  equipment,  11.1  percent  to  2.0 
percent. 

Summary 

Kind  of  business  analysis  indicates  that  machinery,  equipment,  and 
supplies  is  the  most  important  major  trade  group  for  manufacturers' 
agents.  Agents  engaged  in  distributing  this  major  class  of  product 
accounted  for  one-fourth  of  all  establishments,  and  one-fifth  of  the 
total  trade  in  1948.  Dry  goods  and  apparel,  and  electrical  goods  were 
second  and  third  in  sales  importance  respectively  as  major  trade 
groups.  These  three  major  groups  contributed  approximately  one-half 
of  the  places  of  business  and  accounted  for  a  similar  proportion  of 
the  trade.  This  degree  of  line  specialization  is  more  pronounced  than 
is  generally  true  of  merchant  wholesalers  and  of  manufacturers'  sales 
branches . 

When  detailed  kinds  of  business  are  studied,  agents  specializing 
in  the  distribution  of  industrial  machinery,  equipment,  and  supplies  are 
shown  to  be  easily  the  most  predominant.  Such  agents  operated  almost 
double  the"  number  of  establishments  and  transacted  about  one -third 
more  trade  than  in  any  other  detailed  kind  of  business.  Electrical 
apparatus  and  wiring  supplies  was  second  in  importance  as  a  detailed 
kind  of  business  with  automotive  equipment,  tires,  and  tubes  ranking 
third.  These  three  detailed  trades  operated  slightly  less  than  one-third 
(30.8  percent)  of  the  establishments  and  accounted  for  the  same  pro- 
portion of  trade  (30.8  percent).  Clothing,  furnishings,  and  footwear; 
iron  and  steel  products;  and  hosiery,  underwear,  and  piece  goods  were 

16  The  term  "share  of  the  market"  as  used  here,  merely  refers  to 
the  manufacturers'  agents  share  of  the  combined  sales  of  the  4  major 
types  of  operation  — merchant  wholesalers,  manufacturers'branches  and 
offices,  and  the  agent,  broker  group.  Combining  sales  in  this  manner 
involves  substantial  duplication.  For  example  a  manufacturers  branch 
may  sell  tools  to  a  wholesaler  who  in  turn  sells  the  same  tools  to  a 
smaller  jobber.  These  types  of  operation  are  not  in  all  cases  directly 
competing  for  the  total  volume  of  trade. 
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Table  18.— SALES  OF  MANUFACTURERS'  AGENTS  AS  A  PERCENTAGE  OF  THE 
COMBINED  SALES  OF  MERCHANT  WHOLESALERS,  MANUFACTURERS'  BRANCHES  AND 
OFFICES,  AND  ALL  AGENTS  AND  BROKERS,  BY  22  KINDS  OF  BUSINESS,  UNITED 
STATES:  1939  AND  1948 


Kind  of  business 


1948 


Confectionery 

Industrial  chemicals • 

Paints  and  varnishes 

Clothing,  furnishings,  and  footwear 

Furniture 

Home  furnishings,  floor  coverings 

Stationery,  office  supplies 

Wiring  supplies ,  apparatus 

Electrical  appliances ,  specialties 

Hardware 

Plumbing,   and  heating  equipment  and  supplies. 

Lumber,  millwork 

Other  construction  materials 

Commercial  machines,   equipment,  and  supplies 
Construction  machinery,  equipment,  and  supplies. . 

Industrial  machinery,    equipment, and  supples 

Service  establishment  equipment........... 

Transportation  equipment  and  supplies..... 

Iron  and  steel  products 

Nonf errous  metals ,  metalwork 

Amusement  and  sporting  goods 

Jewelry - 


3.8$ 
2.5 
2.2 
7.7 

15.7 
7.8 
4.4 
■8.7 
5.4 
7.3 
6.5 
1.8 
1.6 
3.3 
2.0 
7.5 
7.4 

10.8 
3.2 
2.4 
8.6 
3.8 


other  important  businesses  in  order  of  rank  respectively.  Thus  six 
detailed  trades  out  of  the  thirty-six  kinds  of  business  accounted  for 
half  of  the  total  trade  (49  .7  percent)  and  almost  as  many  establishments 
(47  .2  percent). 

The  conclusion  was  reached  that  the  manufacturers'  agent  is 
principally  an  industrial  marketing  institution.  The  data  show  rather 
conclusively  that  the  volume  of  transactions  involving  industrial  goods 
is  more  than  double  that  of  consumer  goods.  In  addition,  the  evidence 
appears  to  justify  the  estimate  that  at  least  three-fourths  of  all  sales, 
are  of  an  industrial  nature. 

Manufacturers'  agents  with  stocks  tend  to  show  a  proportionally 
heavy  concentration  in  a  few  lines  of  trade  and  are  relatively  minor  in 
others.  Agents  with  stocks  operated  only  15.7  percent  of  the  places  of 
business  and  transacted  a  similarly  small  15.1  percent  of  the  trade  in 
all  kinds  of  business  combined.  Agents  with  stocks  were  substantially 
more  significant  in  commercial  equipment  and  supplies,  nonlumber 
construction  materials,  industrial  chemicals,  painfs  and  varnishes, 
construction  equipment,  industrial  machinery,  farm  and  dairy  equip- 
ment, and  plumbing  and  heating  equipment.  Manufacturers'  agents  with 
stocks  tend  to  be  clustered  in  the  industrial  goods  lines.  This  con- 
centration probably  reflects  the  industrial  purchasers'  need  for 
immediate  access  to  repair  parts  inventories,  and  the  lack  of  necessity 
for  immediate  delivery  by  buyers  of  goods  for  resale. 

Several  different  approaches  can  be  used  in  making  historical  com- 
parisons reflecting  the  changing  importance  of  manufacturers'  agents 
in  particular  kinds  of  business.  When  the  percentage  change  in  volume 
of  sales  for  each  trade  is  related  to  the  average  increase  from  1929  to 
1948,  the  following  trades  show  up  most  favorably:  confectionery; 
automotive    equipment,   tires,  and  tubes;  wiring  supplies  and  electrical 
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apparatus;  electrical  appliances  and  specialties;  plumbing  and  heating 
equipment;  service  establishment  equipment  and  supplies",  and  amuse- 
ment and  sporting  goods.  The  manufacturers'  agents1  share  of  the 
combined  sales  of  merchant  wholesalers  ,  manufacturers' branches  and 
offices,  and  all  agents  and  brokers  can  be  observed  for  1939  and  1948. 
When  changes  in  agent  trade  by  kinds  of  business  are  so  studied, 
confectionery,  clothing  and  allied  apparel,  electrical  apparatus  and 
wiring  supplies,  hardware,  nonferrous  metals,  and  jewelry  show  up 
most  favorably.  Judgment  must  be  exercised,  however,  in  making 
historical  comparisons  by  kinds  of  business,  because  technical  changes 
in  classification,  rather  than  a  real  shift  in  business  activity,  may  have 
been  the  determining  factor  in  a  specific  trade. 
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CHAPTER  HI 
CHARACTERISTICS  OF  MANUFACTURERS'  AGFNTS,   1948 


Special  size  characteristics  of  manufacturers'  agents  warrant 
examination.  Some  treatment  has  already  been  given  this  subject  in 
summary  form.  The  preceding  tabular  materials  have  afforded 
glimpses  of  the  size  attributes  of  agents  on  a  collective  and  average 
basis.  Information  with  respect  to  number  of  establishments,  sales, 
employment,  pay  roll,  and  stocks,  has  been  presented.  The  discussion 
here  treats  this  basic  information  for  manufacturers'  agents  with 
respect  to  multiunits,  sales  size,  and  employee  size. 

Number   of  Establishments  Operated  Under  One  Ownership 

Table  V  presents  kind  of  business  information  for  manufacturers' 
agents  by  number  of  establishments  under  one  ownership.  In  the  1948 
Census  of  Business,  each  enumerated  establishment  was  assigned  a 
type -of- ope  ration  code  on  the  basis  of  the  primary  activity  of  the 
establishment.1  A  code  was  assigned  to  each  unit  of  multiunit  firms, 
according  to  its  particular  type  of  operation,  as  well  as  to  each  single- 
unit  establishment.  A  "firm  size"  code  was  also  assigned  on  the  basis 
of  the  total'number  of  wholesale  establishments  operated  by  the  firm, 
regardless  of  whether  the  additional  units  were  the  same  type  of  opera- 
tion or  not.  Table  V  shows  basic  data  on  manufacturers'  agents  for  the 
United  States  in  1948  by  kind  of  business  and  firm  size.  The  table 
includes  only  the  manufacturers'  agents  in  the  case  of  firms  operating 
more  than  one  wholesale  establishment,  at  least  one,  but  not  all  of  which 
was  a  manufacturers'  agent. 

Manufacturers'  agents,  as  shown  in  table  V,  are  typically  "one  place 
of  business"  wholesalers.  Of  the  9,048  establishments  in  the  United 
States  in  1948,  8,648,  or  95.6  percent,  operated  as  single  wholesale 
places  of  business.  These  8,648  "independent"  establishments  reported 
sales  totaling  $3,885,315,000  during  1948  which  was  92.3  percent  of  the 
national  agent  trade.  Single-unit  establishments  provided  employment 
for  90.7  percent  of  the  total  paid  employees  for  the  trade,  included  98.0 
percent  of  the  active  proprietors,  met  89.4  percent  of  total  pay  roll, 
and  held  resale  inventories  amounting  to  92.1  percent  of  the  stocks  held 
by  all  agents. 

Establishments  owned  by  firms  operating  two  wholesale  places  of 
business,  one  or  both  of  which  were  manufacturers'  agents,  accounted 
for  2.4  percent  of  the  establishments  and  3.5  percent  of  the  total  trade. 

Of  the  remaining  182  establishments,  181  were  in  ownership  groups 
of  three  to  five  places  of  business,  while  a  single  agent  was  classified 

1  "Type  of  operation"  classifies  wholesale  establishments  by  princi- 
pal types  of  wholesaling  institutions,  i.e.,  wholesale  merchants,  manu- 
facturers' sales  branches  and  offices,  agents  and  brokers,  etc.  Where 
one  establishment  was  operated  in  more  than  one  capacity  (for  example, 
negotiated  part  of  its  sales  on  a  merchant  basis  and  part  on  an  agency 
basis),  and  hence  overlapped  "pure"  classifications,  the  "primary 
activity"  of  the  establishment  determined  the  nature  of  its  classifica- 
tion, i.e.,  the  basis  upon  which  at  least  50  percent  of  the  business  was 
transacted. 
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in  the  6-9  firm-size  group.  These  firms  owning  three  or  more  wholesale 
places  of  business  accounted  for  2.0  percentof  the  establishments,  4.2 
percent  of  the  sales,  0.6  percent  of  the  proprietors,  4.8  percent  of  the 
paid  employees,  5.9  percent  of  the  pay  roll,  and  owned  5.0  percent  of 
total  stocks  in  1948. 

The  conclusion  is  evident  that  the  great  majority  of  manufacturers' 
agents  are  single-unit  establishments,  and  that  these  "independents" 
dominate  the  agent  trade.  Of  the  9,048  establishments  in  the  United 
States  in  1948,  only  400  were  places  of  business  of  multiunit  owners. 
As  convincing  as  these  figures  are,  the  frequency  of  branch  operations 
in  the  agent  trade  is  still  overestimated.  Each  of  the  400  manufacturers' 
agents  referred  to  above  was  operated  as  apart  of  a  multiunit  wholesale 
organization,  but  not  all  units  or  branches  of  the  organization  were 
necessarily  classified  as  manufacturers'  agents.  In  fact  an  examination 
of  census  returns  revealed  that  jobbing  concerns  sometimes  operate 
one  or  more  branches  on  an  agency  basis.  Seldom  are  two  or  more 
establishments  operated  as  manufacturers'  agents  under  the  same 
ownership,  but  the  exact  number  was  not  disclosed  in  this  study.  Thus 
the  branch  or  chain  operation  appears  to  be  unusual  among  manufac- 
turers' agents.  Horizontal  integration  apparently  has  not  developed  to 
any  significant  extent  in  this  trade. 

From  the  case  study  interviews  .branch  units  appear  to  be  undesirable 
because  of  a  strong  tendency  for  branch  managers  or  subagents  to 
organize  independent  agencies  for  themselves  as  they  become  estab- 
lished in  a  given  line  of  trade.  More  intense  cultivation  of  a  limited 
exclusive  territory,  along  with  the  acquisition  of  additional  lines  of 
merchandise,  appears  to  have  been  a  more  profitable  method  of 
expansion  than  adding  branch  houses. 

Employee   Size 

Tables  22  and  VI  analyze  manufacturers'  agents  by  employee  size. 
This  analysis  is  from  an  employee -size  code  that  is  based  on  the 
number  of  paid  employees,  full-time  and/or  part-time  of  reporting 
establishments  as  of  the  workweek  ended  nearest  November  15,  1948. 
The  data  may  be  subject  to  some  limitations  due  to  the  fact  that  coding 
is  on  the  basis  of  total  employment  during  a  single  workweek.  At  the 
outset,  it  should  be  noted  that  the  data  are  not  a  measure  of  regular 
year-round  employees.  An  earlier  analysis  showed  that  employment 
by  manufacturers'  agents  tended  to  have  a  slight  seasonal  peak  in  the 
fall  months.2  Although  seasonal  variations  tended  to  be  rather  moderate, 
employee  size  would  tend  to  be  overstated  because  the  report  covers 
an  above-normal  period.  On  the  other  hand,  the  data  exclude  personnel 
not  employed  in  the  workweek  of  November  15.  For  example,  if  an 
individual  proprietorship  employed  only  the  services  of  a  secretary  who 
did  not  happen  to  work  during  the  November  15  workweek,  the  estab- 
lishment would  be  classified  as  having  no  paid  employees.  Thus  the  two 
biases  tend  to  counteract  each  other;  so  any  resultant  distortion  is 
believed  to  be  relatively  insignificant.  In  analyzing  the  data,  however, 
these  two  factors  should  be  kept  in  mind,  as  well  as  the  fact  that  both 
full-time  and  part-time  employees  are  included. 

Concentration  in  smaller  employee- size  groups 

Table  VI  shows  quite  convincingly  that  manufacturers'  agents  are 
small  firms.  Better  than  one-third  (35.0  percent)  of  the  establishments 


2  Data   showed   that   821    more   persons  were  employed  in  the  work- 
week    of     November      15,     1948,    than    in    the    workweek  of  March  15. 
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had  no  paid  employees  on  the  November  15  pay  roll.  Almost  an 
additional  one-fourth  (22.9  percent)  of  the  establishments  had  only  one 
paid  employee.  If  an  establishment  employs  only  one  salaried  person,  the 
employee  is  very  likely  to  be  a  stenographer.  If  this  hypothesis  is 
valid,  then  almost  three-fifths  of  the  establishments  conducted  opera- 
tions in  1948  without  more  paid  personnel  than  the  services  of  a 
stenographer.  These  establishments,  however,  accounted  for  slightly 
less  than  one-third  (31.8  percent)  of  total  agent  sales. 

At  the  other  extreme,  only  3.3  percent  of  the  establishments  had 
ten  or  more  paid  employees.  Less  than  one-tenth  of  the  houses  (9.1 
percent)  had  more  than  five  paid  employees.  However,  more -than- five - 
employee  houses  accounted  for  more  than  one-fourth  (26.5  percent) 
of  the  sales.  Thus  there  is  a  great  concentration  of  establishments  in 
the  smaller  size  groups.  Over  four-fifths  (81.5  percent)  of  the  houses 
engaged  three  or  fewer  paid  employees. 

Pay  roll  expenses  as  a  percent  of  sales 


The  data  show  that  pay  roll,  expressed  as  a  percent  of  sales,  rather 
consistently  increases  with  additional  employees. 

Table  19. —PAY  ROLL  EXPENSE  OF  MANUFACTURERS'  AGENTS  AS  A  PERCENT 
OF  SALES,  BY  EMPLOYEE  SIZE,  UNITED  STATES:  1948 


Number  of  paid  employees 

Item 

1 

2 

3 

4-5 

6-7 

8-9 

10-19 

20-49 

50 
or  more 

Ratio  of  pay  roll 
to  sales  (entire 
year) 

0.8 

1.4 

2.1 

2.7 

3.3 

3.8 

4.2 

4.3 

3.2 

The  table  shows  that,  the  larger  the  number  of  employees,  the  greater 
the  pay  roll  cost  as  a  percent  of  sales.  However,  it  should  be  noted 
that  pay  roll  understates  the  total  cost  of  personal  services  in  as  much 
as  it  does  not  include  compensation  of  active  proprietors  of  unin- 
corporated businesses.  This  influence  is  particularly  significant  in  the 
smaller  employee- size  brackets. 

The  smaller  employee- size  firms  enjoyed  a  greater  share  of  the 
market  relative  to  their  proportion  of  total  personnel  (including 
proprietors  and  firm  members  of  unincorporated  businesses)  than  the 
larger  firms.  Three  to  five  employees  appear  to  be  the  balancing 
point  between  sales  and  personnel.  Firms  of  three  to  five  paid 
employees,  as  a  group,  enjoyed  a  slightly  larger  share  of  national 
sales  than  their  proportion  of  total  personnel- -averaging  $152,000 
sales  per  person.  Establishments  of  less  than  three  employees  had 
higher  average  sales  per  person  than  houses  with  more  than  five 
employees. 

The  higher  per  person  sales  of  the  small  firms  probably  reflects 
the  sales  effectiveness  of  proprietors  and  the  large  proportion  of 
selling  employees  (as  contrasted  to  nonselling  employees)  engaged 
by  these  firms.  As  the  proprietorship  is  diluted  with  additional 
employees,  average  sales  per  person  appear  to  Tather  consistently 
decrease. 
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Earnings  per  employee  by  employee- size  groups 

Average  annual  earnings  per  paid  employee  were  higher  in  the 
middle  employee-size  establishments.  Earnings  consistently  increased 
from  a  low  of  $2,773  per  employee  in  establishments  having  only  one 
paid  employee  to  a  high  of  $5,133  per  paid  individual  in  firms  em- 
ploying from  six  to  seven  persons.  Average  wages  or  salary  from  that 
point  decreased  as  additional  employees  were  added  to  the  point  where 
the    average    was     $3,403    for    firms    with    fifty    or  more  employees. 

Table  21.— AVERAGE  ANNUAL  EARNING  PER  EMPLOYEE,   BY  EMPLOYEE-SIZE 
GROUPS,   UNITED  STATES:    1948 


Number  of  employees 

Item 

1 

2 

3 

4-5 

6-7 

8-9 

10-19 

20-49 

50 
or  more 

Earn- 
ings 
per 
em- 
ployee 

$2,773 

$3,425 

$4,103 

$4,675 

$5,133 

$4,944 

$4,630 

$4,812 

$3,403 

The  low  annual  wages  or  salaries  for  employees  of  the  smallest  and 
largest  size  firms  may  reflect  the  employment  of  part-time  help.  Such 
establishments  are  probably  more  inclined  to  experience  a  need  for 
such  help  than  firms  of  modest  but  stable  size.  If  this  suggestion  is 
true,  then  lower  average  annual  wages  or  salaries  per  employee  could 
be  expected  in  the  small  and  large  firms  as  a  result  of  the  method  of 
computing  earnings.  Low  annual  averages  in  the  smaller  size  brackets 
also  reflect  the  fact  that  active  proprietors  and  firm  members  of 
unincorporated  businesses  are  not  counted  by  the  Census  as  paid  em- 
ployees, and  their  income  or  compensation  is  not  included  in  pay  roll. 

Employee  size  by  kinds  of  business 

The  pattern  of  concentration  within  the  smaller  employee -size 
groups  also  appears  in  the  va»ious  kinds  of  business.  Instances  are 
found  in  particular  trades,  however,  where  there  tends  to  be  a  greater 
proportion  of  firms  in  the  large  employee- size  groups.  Specifically, 
larger  firms  were  found  in  the  following  trades:  industrial  chemicals; 
automotive  equipment;  wiring  supplies  and  apparatus;  electrical 
equipment  and  appliances;  plumbing  and  heating  equipment;  construction 
machinery,  equipment,  and  supplies;  and  industrial  machinery,  equip- 
ment and  supplies.  These  larger  establishments  tended  to  cluster  in 
the  industrial  goods  kinds  of  business. 

Sales  Size 


Concentration  in  the  smaller  sales-size  groups 

Manufacturers'  agents  and  the  trades  in  which  they  appear  are 
analyzed  by  sales- size  groups  in  table  VII.  The  manufacturers'  agent 
appears  as  a  modest  size  wholesale  institution  when  viewed  from  annual 
dollar  sales  per  establishment.  Of  the  9,048  places  of  business  in  the 
United  States  in  1948,  only  54,  or  0.6  percent,  reported  sales  of  five 
million  dollars  or  more  during  the  census  year.  Total  sales  of  these 
five-million-dollar  establishments  amounted  to  $458,319,000  which  was 
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10.9  percent  of  the  dollar  volume  for  all  agents.  Two-to-five-million- 
dollar  businesses  numbered  263,  or  2.9  percent  of  the  total.  Sales  of  these 
establishments  amounted  to  $750,153,000,  or  17.8  percent,  of  total 
trade.  Establishments  of  one-million-to-two-million  sales  size  num- 
bered 677,  accounting  for  7.  5  percent  of  the  places  of  business  and 
$915,264,000  worth  of  sales,  21.7  percent  of  the  total  trade.  Million- 
dollar-or-more  houses  thus  accounted  for  sales  of  $2,123,736,000, 
which  was  one-half,  (50.4  percent)  of  the  dollar  volume  of  all  manufac- 
turers' agents.  In  contrast,  2,35  1  establishments,  more  than  one-fourth 
of  the  total  number,  each  reported  sales  of  less  than  $100,000  for  the 
year,  and  their  combined  total  dollar  volume  represented  only  2.8 
percent  of  total  net  sales.  Of  the  2,351  houses  with  sales  under 
$100,000,  sales  of  less  than  $50,000  were  reported  by  1,172,  and  these 
smaller  establishments  collectively  accounted  for  only  0.8  percent  of 
total  agent  trade. 

The  three  largest  classifications  of  establishments,  beginning  with 
those  whose  sales  were  over  five  million,  employed  819,  1,883,  and 
3,451  persons  respectively  which  was  4.1,  9.5,  and  17.5  percent  of  the 
total  paid  employment  of  all  agents.  Establishments  collectively  in  the 
same  groups  held  4.1,  11.0,  and  14.6  percent  of  the  dollar  cost  value  of 
the  stocks  on  hand  at  the  end  of  the  year.  Paid  personnel  of  the 
less-than-$  100,000  establishments  numbered  2,011,  10.2  percent  of  the 
total,  and  these  places  of  business  owned  15.1  percent  of  the  end-of-the 
year  inventories. 

Stated  differently,  the  million-dollar  establishments  contributed  only 
one-tenth  of  the  number  of  houses  but  one-half  of  the  sales,  almost 
one-third  of  the  paid  employees,  and  three-tenths  of  the  stocks.  The 
less-than- $  100,000  businesses  accounted  for  one-fourth  of  the  houses, 
but  only  2.8  percent  of  sales,  10.2  percent  of  the  employment,  and  15.1 
percent  of  the  stocks. 

Inspection  of  the  data  reveals  that  the  mean  establishment  in  1948 
negotiated  approximately  $465,000  of  sales.  Sales  of  the  median 
business  amounted  to  about  $225,000;  and  the  model  house  was  in  the 
$100,000-$199,999  bracket  with  average  sales  for  the  year  of  about 
$142,000.  From  this  point  of  view  the  "typical' '  manufacturers  '  agency 
appears  quite  modest  in  size,  particularly  as  compared  to  other  types 
of  wholesale  institutions.  However,  sales  productivity  per  paid  em- 
ployee, for  the  group  as  a  whole,  is  quite  substantial,  as  measured  by 
most  any  standard.  When  it  is  remembered  that  houses  in  the  $300,000- 
$499,999  bracket  employed  about  two  persons  per  establishment,  while 
those  in  the  $200,000- $299,999  employedone  less  personper  house  and 
those  in  the  $  100,000- $  199,999  evenfewer,  the  sales  of  these  agents  in 
many  ways  is  more  impressive.  Average  sales  per  paid  employee 
in  the  United  States  in  1948  was  $213,072. 

As  would  be  expected,  in  pursuing  average  establishments  further,  the 
larger  establishments,  sales-wise,  also  were  larger  with  respect  to 
number  of  employees  and  cost  value  of  year-end  inventories,  although 
the  correlation  is  not  perfect.  Houses  in  the  over-five-million  bracket 
as  well  as  those  in  the  $  1 ,000,000- $  1 ,999,999  classification  employed, 
on  the  average,  five  persons  per  establishment.  However,  houses  in  the 
$2,000,000-$4,999,999  bracket  employed  seven  persons  per  establish- 
ment during  the  workweek  ended  nearest  November  15,  1948.  From 
this  point,  employees  decreased  consistently  per  establishment  with 
smaller  size  to  less  than  one  person  for  firms  with  less  than  $50,000 
sales  in  1948.  This  indicates  that  the  smaller  establishments  (under 
$50,000)  were  generally  operated  by  the  proprietor  with  little  assist- 
ance from  paid  personnel,  with  perhaps  the  exception  of  a  full-  or 
part-time  stenographer.  Stocks  per  establishment  also  generally 
declined  with  size. 
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Chart  5.  --ESTABLISHMENTS  AND  SALES  OF  MANUFACTURERS' 
AGENTS,   BY  SALES  SIZE  GROUPS- -UNITED  STATES:     1948 


KUKBE*   OF  ESTABLISHMENTS 
(TOTAL   9,048) 


NET  SALES 
(TOTAL  $4,?09,23U ,000) 


$2,000,000  AND   OVER 


v.y^.-.vp; 

'-Y'',v--''v' 

::'H:;'28. 

7>!::J;;;;* 

'■Vf.tiYrf.VMiY^ 

50    THE  MANUFACTURERS'  AGENT  AS  A  MARKETING  INSTITUTION 
Pay  roll  costs  and  operating  expenses  decrease  with  size 

One  of  the  most  significant  analyses  made  possible  by  table  VII  is  a 
study  of  pay  roll  expenses  in  relation  to  dollar  volume  of  sales,  and 
hence  some  concept  of  the  effect  of  size  on  operating  expenses  for 
manufacturers'  agents.  Historically,  pay  roll  has  been  the  major  class 
of  expense  borne  by  the  agent.  In  1929,  pay  roll  amounted  to  54.2 
percent  of  total  operating  expenses;  in  1935,  48.9  percent;  and  in  1939, 
49.2  percent.3  Thus,  some  notion  of  operating  expenses  can  be  gained 
from  analysis  of  pay  roll  costs  in  view  of  the  relative  consistency  of 
the  one  to  the  other.  However,  care  must  be  used  in  making  such 
inferences,  as  the  data  are  obviously  subject  to  limitations.  For  that 
reason  principal  attention  is  directed  to  pay  roll  costs  as  related  to 
size  per  se,  and  only  limited  inferences,  in  general  terms,  are 
projected  to  operating  expenses  as  a  whole. 

In  general,  pay  roll  expenses  per  dollar  of  sales  decrease  as  annual 
sales  increase.  As  determined  from  table  VII,  pay  roll  expenses  of 
the  under- $50,000  houses  amounted  to  4.7percent  of  sales,  the  highest 
rate  of  all  size  groups  in  1948.  From  the  high  of  4.7  percent  of  sales, 
the  expense  ratio  decreased  rather  consistently  with  an  increase  in 
size  to  1.1  percent  for  the  $5,000,000-and-over  establishments.  Pay 
roll  expense  for  all  agents  averaged  2.0  percent  of  sales. 

While  it  is  true  in  general  that  such  expense  per  dollar  of  sales 
decreases  as  size  increases,  the  rule  does  not  hold  true  for  all  kinds 
of  business.  In  studying  the  influence  of  size  upon  these  costs  it  should 
be  remembered  that  other  factors  affect  such  expenses- -i.e.,  location 
of  the  establishment,  interindustry  competitive  wages,  lines  of  mer- 
chandise handled,  services  to  be  performed,  class  of  customers 
served,  sales  area  covered,  type  of  operation,  and  the  like.  Effects 
of  these  various  factors  may  tend  to  offset  one  another  in  trades  where 
the  number  of  establishments  is  large.  In  other  trades,  where  a 
relatively  few  firms  are  involved,  the  influence  of  any  one  may  be 
dominant,  and  hence  the  evidence  may  be  inconclusive. 

The  general  conclusion,  however,  seems  justified  that  pay  roll 
expense  tends  to  decrease  as  a  percent  of  sales  as  size  increases. 
These  facts  may  be  projected,  with  reservations,  to  operating  expenses 
as  a  whole.  The  available  evidence  leads  to  the  inference  that  there  are 
overall  economies  of  scale  in  this  marketing  institution.  The  same 
factors  noted  above  as  affecting  particular  pay  roll  costs  are  pertinent 
with  respect  to  factors  affecting  total  operating  expenses.  In  addition, 
approximately  50  percent  of  the  agents'  costs  are  not  accounted  for  in 
this  analysis,  inasmuch  as  pay  roll,  historically,  has  varied  between 
48.9  percent  and  54.2  percent  of  operating  expenses.  Nevertheless,  the 
implication  is  that  there  is  a  reasonable  element  of  fixed  and  semi- 
variable  costs  involved  in  the  operation  of  these  establishments.  As  a 
result  lower  costs  are  realized  as  additional  sales  units  are  provided 
over  which  to  spread  overhead.  Hence,  the  inference  is  here  made  that 
manufacturers'  agents,  in  general,  experience  economies  of  scale--as 
sales  increase  operating  costs  tend  to  decrease. 

Variation  by  kind  of  business 

Analysis  of  size  by  kind  of  business  indicates  that  there  is  consider- 
able concentration  of  the  larger  manufacturers' agents  in  a  few  trades. 


3  See  table  I.  In  1948,  commissions  received  was  substituted  on 
the  census  inquiry  in  place  of  operating  expenses.  Hence,  detailed 
analysis  of  operating  expenses  for  current  operations  is  not 
available. 
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The  four  trades --automotive  equipment,  tires,  and  tubes;  electrical 
apparatus  and  wiring  supplies;  industrial  machinery;  and  iron  and 
steel  products  —  account  for  more  than  40  percent  of  the  $2,000,000- 
and-over  houses.  These  same  four  kinds  of  business  plus  the  clothing, 
furnishings,  and  footwear  trade  account  for  44.8  percent  of  the  estab- 
lishments in  the  $  1 ,000,000- $  1 ,999,999  bracket.  In  this  bracket  the 
addition  of  two  trades,  hosiery,  underwear,  and  piece  goods  and  electri- 
cal appliances,  shows  seven  kinds  of  business  accounting  for  56.3 
percent  of  the  establishments.  Other  trades  which  have  a  more  than 
proportional  number  of  million-dollar  establishments  are  groceries, 
industrial  chemicals,  drugs,  service  equipment,  and  transportation 
equipment. 

In  the  particular  trades,  little  direct  relationship  between  size  and 
number  of  paid  employees  per  establishment,  sales  per  employee, 
pay  roll  to  sales  or  amount  of  stocks  can  be  noted.  Variation  seems 
to  be  the  rul«*  For  example,  among  places  of  business  in  the  $2 ,  000,  - 
000-and-over  classification  furniture  establishments  averaged  about 
14  paid  employees  per  establishment  while  lumber  houses  averaged 
only  about  3  persons  per  establishment. 

The  conclusion  is  reached  that  the  nature  of  the  product,  market, 
and  services  to  be  rendered  by  the  agent  are  more  important  deter- 
minants of  the  amount  of  stock  on  hand,  magnitude  of  employment, 
sales  productivity  per  employee,  and  pay  roll  costs  among  establish- 
ments in  the  various  lines  of  trade  than  is  the  single  factor  of  sales 
size.  In  trades  like  groceries,  large  volume  may  be  obtained  with 
limited  personnel  and  little  or  no  inventories.  This  apparently  does  not 
hold  true  in  such  trades  as  plumbing  and  heating  equipment. 

Class  of  Customer  Analysis 

Each  agent  establishment  was  asked  to  analyze  its  business  by  class 
of  customers  in  1948  and  to  report  as  follows:* 

"Domestic  Sales: 

To  users 

(1)  Sales  to. ..industrial,  institutional,  professional,  commercial, 
and  other  similar  types  of  end  users  (manufacturers,  railroads, 
governmental  bodies,  hospitals,  theaters,  institutions,  service 
shops,  etc.) 

(2)  Sales  to. ..household  consumers  and  individual  users,  including 
your  own  employees 

For  resale 

(3)  Sales  to. ..retailers  (including  retail  chains,  mail-order  houses, 
department  stores,  restaurants,  and  independent  stores) 

(4)  Sales  to. ..wholesalers,  distributors,  supply  houses,  export 
concerns,  etc. 


u    If  book  figures    were   not  available  agents  were  instructed  to  give 
the  best  possible  approximations. 
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Export: 

(5)  Sales  direct  to. ..buyers  in  foreign  countries,  or  their  agents  in 
this  country  (including  sales  through  your  own  foreign  branches, 
if  any)"5 

Sales  of  establishments  that  analyzed  their  business  by  class  of 
customer  amount  to  $3,595,1 10,000,  or  85.4  percent  of  the  total  volume 
of  all  manufacturers'  agents. 

Based  upon  ratios  from  the  reporting  establishments,  the  industrial 
user  is  easily  the  most  important  class  of  customer  for  the  manufac- 
turers' agent.  Slightly  more  than  half  of  all  sales  (51.3  percent)  were 
to  industrial  and  other  similar  types  of  end  users.  Approximately  one- 
fourth  of  the  sales  (27.4  percent)  were  made  to  other  types  of  wholesale 
intermediaries,  while  sales  to  retailers  for  resale  amounted  to  one- 
fifth  (20.4  percent)  of  the  total.  Household  consumers  and  foreign  buyers 
proved  to  be  relatively  unimportant  customers  for  the  agent,  making  up 
less  than  one  percent  (0.9  percent)  of  the  total. 

Agents  in  various  lines  of  trade  differ  materially  in  the  classes  of 
customers  they  serve.  Retailers,  industrial  users  and  wholesalers  each 
predominate  in  certain  kinds  of  business.  In  the  automotive  line  of 
trade,  for  example,  agents  specializing  in  motor  vehicles  sold  their 
entire  volume  to  industrial  users.  In  iron  and  steel  products,  nine- 
tenths  (91.0  percent)  of  the  sales  were  made  to  industrial  users.  In 
the  furniture  trade,  four-fifths  (81.4  percent)  of  agent  sales  were  to 
retailers,  while  almost  the  entire  business  (99.4 percent)  was  conducted 
with  wholesalers  in  the  wine  and  distilled  spirits  trade. 

Variation  in  the  importance  of  class  of  customer  is  the  rule  rather 
than  the  exception  in  the  various  lines  of  trade.  The  presence  of  the 
manufacturers'  agent  in  the  channel  of  distribution  does  not  appear  to 
have  a  significant  bearing  on  the  ultimate  class  of  accounts  sold, 
although  tabular  facts  to  justify  this  conclusion  are  somewhat  limited. 
Rather,  the  characteristics  of  the  product  and  market  appear  to  dictate 
the  class  of  customer  sold  by  the  agent.  A  manufacturers'  agent,  in  the 
market  he  serves,  acts  as  a  substitute  for  selling  force  of  his  principal 
and  solicits  the  same  types  of  accounts  which  a  salesman  would  serve. 
Several  illustrations  demonstrate  this  observation.  Of  the  kinds  of 
business  included  in  table  VIII,  clothing  and  apparel,  furniture,  home 
furnishings,  and  sporting  goods  are  typically  or  frequently  sold  by 
manufacturers  who  maintain  their  own  salesmen  who  call  directly  on 
the  retailer.  Agents  in  these  lines  of  trade  made  over  one-half  of  their 
sales  to  retailers.  Confectionery,  dairy  and  poultry  products,  distilled 
spirits,  tobacco,  books  and  periodicals,  and  farm  supplies  are  usually 
sold  through  wholesalers.  In  these  lines  of  trade,  agents  sales  to 
wholesale     establishments     were     over    three-fifths    of     total     sales. 

Industrial  goods  such  as  chemicals,  motor  vehicles,  machinery  and 
metals  regularly  move  from  agent  directly  to  the  industrial  user  as  the 
normal  channel  of  distribution.  The  portion  of  agent  sales  to  industrial 
users  in  these  lines  of  trade  varies  from  one-half  to  almost  all  of  total 
sales. 

The  significant  characteristics  of  the  analysis  is  that,  although  the 
industrial  user  predominates  as  a  class  of  customer  in  total  agent 
sales,  the  nature  of  the  product  and  the  market  are  decisive  in  dictating 
the  class  of  customer  sold  in  a  specific  trade. 

Several  observations  are  suggested  from  a  close  inspection  of  the 
class-of-customer  data  by  sales-size  groups  as  shown  in  table  IX. 
First,     establishments    with    annual    sales    of    over     $5,000,000    sold 


5  See  Census  Form  BC-33  in  appendix  D. 
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predominantly  to  industrial  users.  More  than  three-fourths  (76.8 
percent)  of  the  total  sales  were  made  to  this  class  of  customer.  The 
dominance  of  the  industrial  user  as  a  class  of  account  among  the 
largest  agents  supports  an  earlier  observation  that  the  manufacturers' 
agent  is  particularly  effective  in  the  distribution  of  industrial  products. 
Second,  the  significance  of  the  industrial  user  to  agents  with  stocks 
is  evident.  In  only  one  size  group  did  agents  without  stocks  do  a  greater 
proportion  of  their  volume  with  industrial  users  than  agents  with  stocks. 
By  the  same  token,  agents  without  stocks  (in  all  size  groups  but  one) 
made  a  greater  percentage  of  their  sales  to  retailers  than  agents  with 
stocks.  The  exception  was  the  sales-size  group  of  $2,000,000  to 
$4,999,999  annual  volume.  This  finding  would  seem  to  indicate  that  the 
need  for  resale  inventories  permeates  manufacturers'  agents  of  all 
sizes  serving  industrial  users.  Where  retailers  are  the  class  of 
customer  sold,  there  is  generally  less  need  for  the  agent  to  maintain 
stocks. 

Transactions  Negotiated  Analysis 

In  the  1948  census,  for  the  first  time,  agents  were  asked  to  report 
separately  sales  negotiated  for  principals  and  sales  for  their  own 
accounts.    The   firm    schedules    contained   the   following    sales  inquiry: 

"1.  Value  of  goods  involved  in  sales  negotiated  by  you  for  others 
during  1948,  excluding  value  of  merchandise  handled  by  you  for 
your  own  account. 

2.    Sales  made  for  your  own  account  during  1948." 6 

Table  X  discloses  the  nature  of  agent  transactions  by  kinds  of 
business.  Information  on  number  of  establishments,  transactions 
negotiated,  commissions  received  and  stocks  is  presented  separately 
for  agents  who  negotiated  for  others  only  and  for  agents  who  negotiated 
for  their  own  account  as  well  as  for  others. 

Of  the  9,048  establishments  operated  in  the  continental  United  States 
by  manufacturers'  agents  there  were  8,193  establishments,  or  90.6 
percent,  able  to  so  segregate  their  sales.  The  sales  of  these  8,193 
establishments  totaled  $3,942,955,000,  or  93.7  percent  of  the  sales  of 
all  manufacturers'  agents.  Thus  the  coverage  seems  adequate  to 
describe  the  universe.  The  following  facts,  however,  are  based  only  on 
establishments  reporting  a  breakdown  of  their  sales. 

The  evidence  is  clear  that  the  manufacturers'  agent  is  in  business 
primarily  to  sell  merchandise  for  his  principal  rather  than  to  negotiate 
sales  for  his  own  account.  The  volume  of  business  transacted  in  a 
merchant  manner  (i.e.,  taking  title)  is  very  limited.  Of  the  establish- 
ments analyzing  their  transactions,  6,647,  or  81.1  percent,  negotiated 
sales  for  others  only  and  their  business  amounted  to  $3,188,920,000, 
or  80.9  percent  of  the  sales  of  all  such  agents.  Agents  negotiating  both 
for  others  and  for  their  own  account  numbered  1,546  (18.9  percent)  and 
transacted  19.1  percent  of  the  business  done  by  the  reporting  units.  In 
addition,  less  than  one-fortieth  (2.4  percent)  of  all  agent  sales  analyzed 
were  negotiated  for  their  own  account.  Of  establishments  doing  some 
business  on  their  own  account  as  well  as  for  others,  only  one-eighth 
(12.7  percent)  of  their  sales  involved  ownership  of  the  goods. 

The  basic  information  thus  indicates  that  transactions  negotiated  on  a 
merchant  basis  are  relatively  insignificant  as  measured  against  the 
total    sales    of    all   agents.   Only   approximately   one-fifth  of  the  agent 


6  Census  Form  BC-33,  loc.  cit. 
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establishments  participated  in  this  type  of  sale  and,  of  the  firms 
operating  in  this  manner,  only  a  small  portion  of  their  trade  was  for 
their  own  account. 

This  general  pattern  is  quite  representative  of  agents  in  the  various 
kinds  of  business.  Some  significant  variation  in  particular  trades, 
however,  is  evident.  Agents  making  above  average  proportions  of  sales 
on  a  merchant  basis  appeared  in  industrial  chemicals,  industrial 
machinery,  equipment,  and  supplies;  plumbing  and  heating  equipment; 
and  farm  and  dairy  equipment.  In  these  trades,  agents  with  stocks  were 
also  strong  (see  table  X).  Of  particular  note  is  the  fact  that  agents  doing 
some  merchant  business  did  not  do  as  much  as  one-fifth  of  their  total 
volume  on  their  own  account  in  any  kind  of  business. 

The  evidence  shows  conclusively  that  the  agents' principal  function  is 
to  act  as  a  sales  representative  for  his  principal  with  97.6  percent  of 
the  trade  being  carried  on  in  this  manner.  These  ratios  are  even  more 
impressive  when  buyer  convenience  is  remembered  because  a  substan- 
tial portion  of  many  agents'  merchant  sales  consists  of  repair  parts 
stocked  solely  for  customer  emergency.  In  such  cases  the  agent's 
motive  is  not  to'  increase  merchant  volume  but  to  expand  profits 
indirectly  through  buyer  satisfaction  leading  to  repeat  business.  Such 
repair-parts  service  is  particularly  necessary  when  the  principal  has 
not  provided  local  or  regional  inventories.  The  percentage  of  trade 
transacted  for  others  would  probably  be  even  higher  if  agents  were  not 
required  by  such  market  considerations  to  transact  a  certain  amount  of 
business  on  a  merchant  basis. 

Some  caution,  however,  is  appropriate  in  evaluating  the  data.  This 
results  from  the  fact  that  $4,152,000  of  stocks  are  shown  for  agents 
who  are  classified  as  negotiating  for  others  only.  Table  X  shows  agents 
negotiating  solely  for  others  holding  32.1  percent  of  the  stocks  owned 
by  all  agents,  while  establishments  with  sales  for  their  own  account 
and  for  others  possessed  only  57.9  percent  of  such  stocks.  Difficulty  is 
encountered  in  explaining  how  agents  negotiating  for  others  only  could 
own  stocks.  This  result  could  occur  if  the  agent  purchased  stocks  but 
made  no  sales  from  his  inventories.  The  only  other  condition  under 
which  an  agent  could  own  inventories  and  correctly  show  no  merchant 
sales  would  be  when  the  inventory  constituted  a  display  stock.  This 
latter  explanation  would  appear  unacceptable  from  two  points  of  view. 
First,  the  magnitude  of  the  stocks  precludes  the  likelihood  of  such  a 
phenomenon.  Second,  if  such  inventories  were  actually  display  stocks, 
they  should  not  have  been  reported  by  a  strict  interpretation  of 
definitions.  The  Census  inquiry  instructed  the  agent  to  report,  "inven- 
tory of  merchandise  for  resale  on  hand."7  If  then,  the  merchandise 
was  solely  for  display  purposes  and  not  for  resale,  the  inventory 
should  not  have  been  reported.  Some  agents,  in  addition,  may  have 
erroneously  reported  the  value  of  stocks  consigned  to  them  by  princi- 
pals. 

While  the  dollar  amounts  of  inventory  appear  substantial,  and  while 
it  is  hard  to  justify  any  quantity  of  stocks  owned  by  agents  who  are 
classified  as  negotiating  for  others  only,  a  different  perspective  is 
given  when  the  amount  of  stocks  is  viewed  in  relation  to  sales.  Stocks 
owned  on  December  31,  1948,  by  agents  who  'were  classified  as 
negotiating  for  others  only  amounted  to  0.1  percent  of  their  annual 
sales.  Stocks  owned  by  establishments  conducting  business  for  their 
own  account  as  well  as  for  others  were  1.0  percent  of  sales.  Since 
agents  negotiating  both  types  of  transactions  owned  ten  tim^s  as  much 
inventory  in  relation  to  sales  as  agents  reporting  no  merchant  sales, 
any  classification  error  would  appear  to  be  of  secondary  significance. 


7  Underlining  added. 
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Legal  Form  of  Organization 

Table  XI  is  a  classification  of  manufacturers'  agents  by  legal  form 
of  organization  and  presents  information  on  number  of  establishments, 
sales,  commissions,  personnel,  pay  roll,  and  stocks  for  individual 
proprietorships,  partnerships,  and  corporations. 

Individual  proprietorships  operated  over  two-thirds  of  the  establish- 
ments and  accounted  for  over  one-half  of  the  sales  of  all  agent  trade  in 
the  United  States  in  1948.  Of  the  9,048  establishments,  6,192,  or  68.4 
percent,  were  operated  by  individual  proprietors.  Sales  of  these 
6,192  establishments  amounted  to  $2,231,202,000,  or  53.0  percent  of 
the  sales  of  all  agent  establishments  in  1948. 

A  total  of  1,489  establishments  were  operated  by  partnerships  which 
accounted  for  16.5  percent  of  all  agents.  Sales  of  partnerships  amounted 
to  $945,333,000,  more  than  one-fifth  (22.5  percent)  of  the  total  for  all 
classifications.  Individual  proprietorships  and  partnerships  combined 
operated  more  than  four-fifths  (84.9  percent)  of  the  establishments  and 
contributed  three-fourths  (75.5  percent)  of  all  sales. 

Corporate  enterprises  owned  1,367  establishments,  or  slightly  less 
(15.1  percent)  than  those  operated  as  partnerships.  These  establish- 
ments had  sales  of  $1,032,699,000  in  1948,  which  was  one-fourth 
(24.5   percent)   of  the   trade   transacted  by   all  manufacturers'  agents. 

No  other  forms  of  organization  such  as  common  law  trusts,  unin- 
corporated or  special  law  cooperatives,  or  oriental  rnutuals  were 
found  among  manufacturers'  agents. 

While  corporate  firms  operated  the  fewest  number  of  establishments, 
these  businesses  were  the  largest  when  measured  by  sales  volume  per 
establishment.  Average  annual  sales  per  establishment  owned  by  cor- 
porations was  $755,400.  Individual  proprietorships  accounted  for  the 
largest  number  of  establishments,  but  these  agents  did  the  smallest 
sales  volume  per  establishment- -only  $360,300  in  1948.  Partnerships 
were  substantially  larger  than  proprietorships  and  had  sales  of 
$634,900  per  annum.  Average  sales  volume  for  all  three  groups 
combined  was  $465,200  in  1948. 

Individual  proprietorships,  in  the  aggregate,  employed  more  paid 
personnel  than  any  other  form  of  organization.  Proprietorships 
accounted  for  44.8  percent  of  the  paid  employees  of  manufacturers' 
agents.  Corporations  employed  slightly  more  than  one-third  (37.3 
percent)  of  the  total  personnel  while  partnerships  provided  employment 
for  less  than  one-fifth  of  the  paid  labor  of  all  agents.  Corporations 
operated  not  only  the  largest  establishments,  sales-wise,  but  employed 
more  personnel  per  establishment.  For  the  workweek  ended  nearest 
November  15,  1948,  the  average  corporate  establishment  had  more  than 
five  paid  employees,  full-  and/or  part-time.  This  was  more  than  double 
the  number  of  paid  employees  per  establishment  for  unincorporated 
enterprises.  Corporations  averaged  three  more  employees  than 
partnerships  and  almost  four  more  than  proprietorships.  Paid  employ- 
ees do  not  reflect  the  true  nature  of  the  total  personnel  involved  per 
establishment  inasmuch  as  management  or  firm  members  are  not 
included  for  unincorporated  businesses.  When  proprietors  are  included, 
total  personnel  engaged  in  carrying  on  the  activities  of  the  incorporated 
agencies  is  only  one  more  individual  per  unit  than  for  partnerships  and 
three  more  than  for  proprietorships.  While  including  active  proprietors 
reduces  the  magnitude  of  the  variation  in  personnel  "employed"  per 
establishment  between  the  three  legal  forms  of  organization,  the  fact 
that  corporate  establishments  were  the  largest  personnel-wise  is  not 
altered. 
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Table  24 . —MANUFACTURERS  '   AGENTS— ESTABLISHMENTS,   SALES,   PAY  ROLL, 
EMPLOYEES,   STOCKS  EXPRESSED  AS  PERCENTAGES,   BY  LEGAL  FORM  OF 
ORGANIZATION,   UNITED  STATES:    1948 


Legal  form  of 
organization 

Establish- 
ments 

Sales 

Pay  roll 

Employees 

Stocks 

U.  S..  total 

Individual 

proprietorships. . 

Partnerships 

Corporations 

100.0 

68.4 
16.5 

15.1 

100.0 

53.0 
22.5 
24.5 

100.0 

37.5 
15.5 
47.0 

100.0 

44.8 
17.9 
37.3 

100.0 

33.0 
23.9 

43.1 

Table  25.-- MANUFACTURERS '   AGENTS— AVERAGE  SALES,   EMPLOYEES,   AND 
PERSONNEL  PER  ESTABLISHMENT,   BY  LEGAL  FORM  OF  ORGANIZATION, 
UNITED  STATES:    1948 


Legal  form  of 
organization 

Sales 

Paid  employees 

Personnel* 

Average,  all 

establishments. . . 
Individual 

proprietorships. . 

Partnerships 

Corporations 

465, ?60 

360,330 
634,900 
755,440 

2.2 

1.4 
2.4 
5.4 

3.1 

2.3 
4.3 
5.4 

*  Total  of  paid  employees  and  active  proprietors  of  unincorporated 
businesses. 


The  individual  proprietorship  tends  to  become  more  inportant  in 
consumer  goods  trades,  while  the  corporation  is  relatively  more 
dominant  in  the  industrial  goods  area.  This  relationship  is  demonstrated 
by  inspection  of  the  three  legal  form  groups  in  selected  kinds  of 
business  shown  in  table  26.  In  the  predominately  consumer  goods  lines 
of  clothing,  furniture,  drygoods,  and  jewelry,  proprietorships  operated 
over  three-quarters  of  the  establishments  as  against  two-thirds  of  the 
establishments  for  all  agent  trade.  In  the  principal  industrial  goods 
lines  of  industrial  chemicals,  iron  and  steel  products;  industrial 
machinery,  equipment,  and  supplies;  and  transportation  equipment  and 
supplies,  corporations  were  found  with  much  more  than  average 
frequency  and  handled  above  average  volume. 

The  same  emphasis  between  proprietorships  and  corporations  can  be 
noted  in  analyzing  the  average  net  sales  per  establishment.  Average 
establishment  sales  for  proprietorships  tended  to  be  proportionately 
larger  in  the  consumer  goods  trades,  while  corporations  were  relatively 
larger  in  the  industrial  lines.  Pay  roll,  employees,  and  stocks  also 
appear  to  follow  the  same  pattern  already  noted  for  the  relationship 
between  corporations  and  proprietorships  with  respect  to  industrial  and 
consumer  lines.  ■ 


8  For   more    detailed   data,    and    some    trade    variation,  see  appendix 
A,  table  XI. 
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Table  26 . —MANUFACTURERS '   AGENTS— ESTABLISHMENTS  AND  SALES  EXPRESSED 
AS  A  PERCENTAGE,   SELECTED  KINDS  OF  BUSINESS,   BY  LEGAL  FORM  OF 
ORGANIZATION,   UNITED  STATES:    1948' 


Kind  of  business  and  legal  form 
of  organization 


Establish- 
ments 


Sales 


Average  sales 

per 
establishment 


Percent 


Percent 


Clothing,  furnishings,  and 
footwear: 

Individual  proprietorships 

Partnerships 

Corporations 

Dry  goods  (except  hosiery,  under- 
wear, and  piecegoods): 

Individual  proprietorships 

Partnerships 

Corporations 

Furniture : 

Individual  proprietorships 

Partnerships 

Corporations 

Hardware : 

Individual  proprietorships 

Partnerships 

Corporations 

Jewelry : 

Individual  proprietorships..... 

Partnerships 

Corporations 

Industrial  chemicals: 

Individual  proprietorships 

Partnerships 

Corporations  

Electrical  goods  (wiring  supplied 

Individual  proprietorships 

Partnerships 

Corporations 

Iron  steel  products: 

Individual  proprietorships 

Partnerships .  

Corporations 

Industrial  machinery,  equipment, 
and  supplies: 

individual  proprietorships 

Partnerships 

Corporations 

Transportation  equipment  and 
supplies: 

Individual  proprietorships 

Partnerships 

Corporations 


75.1 

59.9 

17.1 

26.4 

7.8 

13.7 

76.5 

66.2 

13.4 

22.8 

10.1 

11.0 

78.3 

67.4 

11  ..9 

12.7 

9.8 

19.9 

69.4 

51.0 

20.3 

32.8 

10.3 

16.2 

80.9 

71.5 

14.6 

22.0 

.4.5 

6.5 

49.5 

26.7 

17.2 

20.9 

33.3 

52.4 

67.7 

54.0 

17.1 

22.4 

15.2 

23.6 

68.6 

50.5 

13.7 

17.2 

17.7 

32.3 

65.0 

49.9 

16.7 

23.8 

18.3 

26.3 

61.1 

44.8 

12.0 

10.6 

26.9 

44.6 

$306,300 
591,600 
678,900 


308,700 
606,800 
390,700 

318,900 
394,300 
756,600 

320,000 
703,400 
685,700 

218,400 
370,400 
363,300 

441,200 

994,700 

1,286,100 

405,300 
663,600 
792,400 

494,500 

847,100 

1,226,500 


272,300 
505,600 
511,400 


530,000 

634,300 

1,201,700 
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Individual  proprietorships,  in  summary,  operate  the  largest  number 
of  establishments  and  generally,  as  a  group,  obtained  the  largest  share 
of  the  market  while  owning  fewer  stocks,  contributing  smaller  pay  rolls 
and  operating  smaller  establishments.  Nevertheless,  substantial 
variations  can  be  observed  for  particular  lines  of  trade.  Relatively,  the 
individual  proprietorship  seems  to  hold  an  enhanced  position  in  the 
consumer  goods  lines,  while  the  corporation  appears  a  stronger 
competitor  in  the  industrial  goods  area. 

Table  27 . —MANUFACTURERS '   AGENTS— UNITED  STATES,    BY  LEGAL  FORM  OF 
ORGANIZATION  AND  TYPE  OF  MANUFACTURERS'   AGENT:    1948 

Establishments  and  Sales 


Legal  form  and  type  of 
manufacturers '  agent 

Establishments 
(Number) 

-Sales,  entire  year 
(Thousand  dollars) 

United  States,  total 

With  stocks 

9,048 

1,423 
7,625 

6,192 

730 

5,462 

1,489 

280 

1,209 

1,367 

413 

954 

4,209,234 
633,750 

Without  stocks 

3,575,484 

Individual  proprietorships 

With  stocks 

2,231,202 
192,715 

Without  stocks 

2,038,487 

Partnerships 

945,333 

With  stocks 

147,215 

Without  stocks 

798,118 

Corporations 

1,032,699 

With  stocks 

293,820 

Without  stocks 

738,879 

Date    Acquired    By   1948   Owner 

The  questionnaire  used  in  the  1948  census  asked  manufacturers* 
agents  to  report  in  connection  with  each  place  of  business,  "date  of 
acquiring  or  establishing  this  business  in  this  city  under  present 
ownership."  The  results  of  this  inquiry  are  summarized  by  kinds  of 
business  in  table  XII. 

Of  the  9,048  manufacturers'  agents,  a  sizeable  number  of  places  of 
business  (808)  failed  to  complete  the  inquiry  on  date  acquired  or 
established.  Eliminating  those  that  failed  to  report  leaves  8,240  estab- 
lishments from  which  to  draw  conclusions  as  to  the  longevity  of 
continuous  operations  under  one  ownership. 

The  evidence  shows  that  twelve  establishments  were  started  or 
acquired  by  their  1948  owners  prior  to  1900  and  have  remained  con- 
tinuously under  the  same  ownership  for  fifty  years  or  more.  An  addi- 
tional 368  were  established  or  acquired  prior  to  1920.  Thus,  a  total  of 
380,  or  about  5  percent  of  the  houses  have  been  in  operation  continu- 
ously in  the  same  city  by  the  present  (1948)  owner  for  at  least  thirty 
years.  Adding  to  this  total,  the  1,014  establishments  that  were  acquired 
or  started  by  the  present  owner  \in  the  decade  1920-1929,  slightly 
more  than  one-sixth  (16.9  percent)  of'all  reporting  firms  have  remained 
continuously    under     the     same    ownership    for    at   least   twenty  years. 

At  the  other  extreme,  913  places  of  business  changed  ownership,  or 
were  established,  in  1948.  These  establishments  represented  11.1 
percent  of  the  total.  Similarly,  2,053  were  acquired  in  the  two  year 
period  1946-1947,  giving  a  total  of  2,966,  or  36.0  percent,  acquired  by 
their  1948  owners  within  that  3-year  period. 
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Establishments  opening  for  business  or  changing  ownership  during 
the  years  of  World  War  II  numbered  1,371,  or  16.6  percent  of  the 
total.  9  Combining  the  groups  acquired  during  the  war  and  postwar 
years  gives  a  total  of  one-half  (52.6  percent)  of  all  agents  reporting 
date-acquired  information. 

In  the  prewar  years,  several  clusters  of  acquisitions  may  be 
noted.  There  were  1,054  establishments  opened  for  business  by  present 
owner  in  the  4-year  period  1938-1941,  while  754  establishments  were 
started  during  the  period  1934-1937,  and  701  added  during  the  years 
1930  to  1933.  These  three  periods  provided  approximately  three-tenths 
(30.5  percent)  of  all  1948  agents  and  two  out  of  three  of  the  agencies 
acquired  before  1942.  Manufacturers'  agents  thus  show  more  longevity 
than  has  frequently  been  surmised. 

The  older  establishments  averaged  the  most  business  in  1948.  Large 
annual  sales  per  establishment  is  associated  with  long  operation  under 
the  same  ownership.  Establishments  started  or  acquired  prior  to  1900 
had  an  average  volume  of  over  $1,276,000  in  1948.  From  this  high, 
the  average  decreased  rather  consistently  with  a  drop  in  continuous 
ownership  to  $388,000  for  agents  started  or  taken  over  in  the  2-year 
period  1946-1947.  Establishments  in  all  prewar  age  brackets  had 
sales  per  establishment  greater  than  for  those  of  postwar  acquisition. 

Businesses  long  established  under  one  ownership  employed  more 
personnel  on  the  average  than  did  newer  ones.  Agents  starting  in  busi- 
ness postwar  had  more  proprietors  per  unit.  Wages  were  higher  in  the 
older  firms.  In  addition  to  the  summary  patterns  noted,  .table  XII  also 
shows  the  period  established  or  acquired  by  detailed  kinds  of  business. 
This  information  may  prove  of  benefit  to  individual  firms.  An  individual 
establishment,  for  example,  can  compare  its  sales  to  pay  roll  ratio 
with  the  average  firm  operating  for  a  similar  period  of  time  in  the 
same  kind  of  business. 

A  review  of  data  by  kinds  of  business  indicates  that  only  in  a  few 
cases  does  the  longevity  of  agents  differ  materially  from  the  summary 
pattern.  Groceries;  chemicals;  dry  goods,  hosiery,  and  underwear; 
furniture;  automotive,  tires,  and  tubes;  wiring  apparatus;  hardware; 
plumbing  and  heating;  construction,  transportation,  and  service  equip- 
ment trades  show  a  greater  proportion  of  prewar  establishments  than 
the  average,  yet  the  variation  appeared  significant  only  in  the  case  of 
chemicals,  dry  goods,  and  hosiery.  In  contrast,  agents  showed  above 
average  numbers  acquired  during  the  war  and  postwar  years  in  the 
drug;  clothing;  home  furnishings;  industrial  and  commercial  ma  rhinery, 
equipment,  and  supplies;  iron  and  steel  products;  amusement  and 
sporting  goods;  and  jewelry  trades.  The  variation  from  average  was 
substantial  in  the  cases  of  drugs,  home  furnishings,  sporting  goods  and 
jewelry.  Older  establishments  in  the  various  lines  of  trade  also  had  the 
larger    sales   per    establishment,   more    employees,  and  higher  wages. 

The  tabulations  related  to  length  of  ope  ration  by  1948  owner  are  based 
on  Census  data  and  tend  to  understate  rather  than  overstate  the  "true" 
longevity  of  manufacturers'  agents.  Several  cases  in  point  serve  to 
illustrate  the  basis  for  such  a  conclusion. 

1.  The  term  "present  ownership"  may  not  reflect  the  actual  years 
the  organization  has  been  operating  under  the  identical  ownership. 
As  an  example,  the  ABC  Company  is  a  hardware  agent,  and  was 
established  by  the  original  owner  proprietor  in  1926.  The  company 
was  operated  in  this  form  until  1946  when  the  proprietor  took  in  a 
junior  partner  who  brought  to  the  organization  several  of  his  own 


9  This    figure    is    derived    from  places    of  business    established  or 
acquired  in  the  4  full  years  1942-1945. 
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lines.  The  business  was  operated  jointly  by  the  two  partners  until 
1948,  when  the  original  proprietor  retired  and  the  junior  partner 
purchased  the  senior  partner's  interest.  As  part  of  the  purchase 
agreement,  the  initial  owner  continued  to  share  in  the  profits.  The 
same  employees  were  retained;  the  company  continued  to  operate 
under  the  same  name  and  represented  the  same  principals.  For 
census  purposes,  nevertheless,  this  business  is  classified  as  a 
1948  acquisition,  as  that  year  represents  the  latest  date  of  change 
of  ownership.  This  procedure,  of  course,  creates  the  impression 
that  the  firm  is  just  beginning  operations. 

2.  Use  of  the  term,  "in  this  city,"  alters  the  classification  of  firms 
that  have  merely  moved  to  more  convenient  locations.  A  small 
housewares  agent  starts  out  by  covering  the  State  of  Indiana.  As 
the  organization  grows,  lines  are  added  for  which  broader 
territories  are  secured  so  that  the  agent's  '  'trade  area"  includes 
Ohio,  parts  of  Kentucky  and  West  Virginia,  and  Indiana.  The  agent 
finds  it  more  convenient,  in  covering  his  territory,  to  move  to  the 
more  central  location  of  Cincinnati.  The  office  was  transferred  in 
1946.  Because  of  this  change,  the  business  is  classified  as  a  1946 
establishment  even  though  started  in  1934. 

3.  Incorporating  a  business  constitutes  a  change  of  ownership.  Fre- 
quently new  manufacturers'  agents  are  proprietorships.  As  the 
business  grows,  it  employs  more  people,  and  acquires  larger 
profits;  numerous  advantages  promote  incorporation.  The  stock 
and  control  of  the  firm  may  be  retained  by  the  original  proprietor; 
the  agent  may  continue  to  operate  in  the  same  manner,  although 
"ownership,",  for  census  purposes,  has  shifted.  This  change  in 
legal  form  alters  the  Census  age-group  classification  of  the 
establishment.  A  quotation  from  the  enumerators  manual  illus- 
trates the  concept. 

"The  'Boston  Store,' a  department  store,  was  founded  in 
1885  by  Messrs,  Brown  and  Jones.  In  1910  it  changed  its 
name  to  Brown  Brothers,  Mr.  Jones  having  sold  his 
interest  in  the  establishment.  In  August  1936  the  estab- 
lishment was  incorporated.  In  July  1946  the  establish- 
ment moved  to  its  present  location  in  the  same  city.  In 
this  case  the  entry  would  be  '1936.'  Incorporation  is 
regarded  as  a  change  in  ownership.  If  the  establishment 
had  not  been  incorporated,  1910  would  be  the  correct 
entry."  10 

The  net  effect  of  these  three  classification  factors  is  to  understate 
the  "true"  longevity  of  the  manufacturers'  agent  in  wholesale  trade  as 
reflected  by  the  Census  tabulations. 

In  summary,  manufacturers'  agents  show  a  rather  surprising 
longevity.  Slightly  more  than  one-third  of  the  firms  operating  at  the 
end  of  1948  were  established  or  acquired  by  present  (end-of-year  1948) 
owners  in  the  postwar  period.  An  additional  one- sixth  were  war-time 
establishments,  leaving  about  one-half  of  the  businesses  for  prewar- 
acquisition  or  organization.  About  one-fifth  of  the  establishments  were 
found  to  have  maintained  operation  under  the  same  ownership  in  the 
same  city  for  a  period  of  twenty  years  or  more.  Although  the  data 
probably  understate  the  "true"  longevity  of  agents  as  a  result  of  certain 


1°  Enumerators  Manual,  1948  Census  of  Business.  Washington:  U.  S. 
Department  of  Commerce,  April,   1949,  p.  20. 
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Census  interpretations,  the  1948  Census  tabulations  still  appear  to 
warrant,  the  conclusion  that  manufacturers*  agents  exhibit  significant 
traits  of  stability  and  permanence. 

Commissions 

Table*  29  presents  comprehensive  data  on  the  rates  of  commissions 
received  by  manufacturers'  agents  in  1948.  This  information,  available 
for  the  first  time,  is  the  result  of  the  census  inquiry  which  asked  each 
place  of  business  to  report  the  dollar  amount  of  brokerage  or  com- 
missions received  during  1948.  Firms  were  instructed  to  exclude 
income  from  transactions  for  their  own  account. 

In  table  29  commissions  are  shown  for  thirty- six  detailed  kinds  of 
business.  As  an  aid  to  an  understanding  of  the  variation  in  commissions 
received  by  manufacturers'  agents,  total  commissions  foreachkind  of 
business  are  shown  by  a  variety  of  classifications.  For  analytical 
purposes,  establishments  in  each  line  of  trade  are  classified  by  type 
of  operation  (i.e.,  with  and  without  stocks),  legal  form  of  organization, 
date  established  or  acquired,  sales- size  groups,  and  the  type  of 
transactions  negotiated. 

The  rate  of  commission  earned  by  manufacturers'  agents,  like  that  of 
most  functional  marketing  institutions,  varies  considerably  with  the 
nature  of  the  product,  the  market,  and  the  individual  firm  involved.  The 
unit  value  of  the  product,  extent  of  sales  effort  and  skill  required,  need 
for  engineering  and  other  technical  services  to  be  provided,  the  density 
and  fertility  of  the  trade  territory  to  be  covered,  degree  of  competition, 
class  of  customer  to  be  cultivated,  amount  of  repeat  business  to  be 
expected,  level  of  brand  preference  established  for  the  manufacturers' 
goods,  and  other  similar  considerations  affect  the  rate  of  remuneration 
asked  or  received  by  the  agent.  The  number  of  functions  performed  for 
the  client  in  addition  to  selling  (such  as  warehousing,  credit,  billing, 
preparation  of  blueprints  and  estimates,  missionary  selling  and  display 
assistance  provided  at  the  dealer  level,  and  repair  service)  is  another 
factor  influencing  the  rate  of  commission. 

The  data  show  that  rates  among  the  different  kinds  of  business 
varied  from  less  than  2  percent  on  a  line  where  sales  run  into  seven 
digit  figures,  and  are  readily  made,  to  more  than  20  percent  of  sales 
on  a  line  where  sales  are  in  small  quantities  and  difficult  to  make.  In 
general,  the  rates  were  relatively  low  in  trades  where  the  efforts  of  the 
agent  were  probably  not  as  important  to  product  salability  as  the  sales 
promotion  of  the  principal.  Stated  differently,  in  kinds  of  business  where 
the  client  manufacturer  accepts  most  of  the  responsibility  for  demand 
creation,  or  where  the  more  important  factors  related  to  demand  are 
beyond  the  control  of  the  agent,  the  commission  rate  tends  to  be  lower 
than  in  cases  where  the  reverse  is  true.  Such  trades,  with  relatively  low 
commissions,  include  groceries,  confectionery,  dairy  products, 
hosiery,  automotive  vehicles,  industrial  chemicals,  nonferrous  metals, 
and  petroleum.  On  the  other  hand,  trades  in  which  the  quality  of  sales 
representation  is  principally  instrumental  in  creating  or  stimulating 
demand  (i.e.,  where  the  salesman's  knowledge  of  his  product,  his 
market  information,  and  his  ability  to  adapt  the  one  to  the  other  while 
rendering  essential  professional  engineering  counsel  are  particularly 
important)  tend  to  carry  greater  remuneration.  Construction  materials; 
plumbing  and  heating;  commercial,  construction,  farm,  industrial,  and 
professional  machinery  or  equipment  and  supplies  are  believed  to  be  of 
this  sort  and  carry  relatively  high  commission  rates. 

In  most  lines  of  trade  agents  with  stocks  showed  higher  rates  of 
commissions  than  agents  without  stocks.  Agents  maintaining  ware- 
housed    inventories     so     as    to    provide    customers    with    emergency 
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deliveries,  fill-in  orders  and/or  repair  parts  tend  to  command  higher 
commissions  than  those  without  such  facilities.  Agents  with  stocks  also 
showed  a  greater  concentration  in  smaller  cities  and  rural  communi- 
ties than  agents  without  stocks.  In  such  markets  commission  rates  are 
typically  higher  than  in  territories  dominated  by  the  large  urban 
centers.  In  this  connection,  the  State  data  in  table  I  show  that  the 
variation  in  commissions  for  agents  with  and  without  stocks  is  even 
more  pronounced  for  thin  markets  than  shown  in  table  30.  In  one 
"marginal"  territory  with  low  population  density,  agents  with  stocks 
received  commissions  amounting  to  20  percent  or  more  of  sales,  while 
similar  agents  without  stocks  averaged  6.0  percent.  The  maintenance 
of  resale  inventories  in  isolated  areas  generally  increases  the  agents 
cost  because  of  higher  overhead,  and  commissions  tend  to  be  adjusted 
upward  accordingly. 

Commission  rates  also  show  a  close  correlation  to  volume  of  sales. 
The  data  show  that  the  rate  of  compensation  varies  inversely  with 
volume  of  sales.  The  average  rate  of  commissionfor  all  establishments 
with  sales  of  $2,000,000  or  more  in  1948  was  3.7  percent  of  sales. 
From  3.7  percent  as  a  low  for  the  largest  establishments,  commission 
rates  continually  increase  as  sales  decrease  to  an  average  commission 
rate  of  14.9  percent  for  establishments  transacting  less  than  $50,000 
of  business  annually.  This  pattern  was  generally  followed  in  all 
trades.  In  plumbing  and  heating  equipment,  for  example,  establishments 
in  the  $2,000,000  and  over  sales-size  group  earned  commissions  of 
5.1  percent  of  sales  while  smaller  establishments  received  substantially 
larger  rates  of  compensation,  i.e.,  establishments  transacting  between 
$100,000  and  $200,000  of  sales  in  1948  received  10.4  percent  of  sales; 
those  of  $50,000  to  $100,000,  13.9  percent;  those  less  than  $50,000, 
18.5  percent. 

The  inverse  relationship  between  sales  and  commissions  may  be 
explained  by  several  factors.  When  the  volume  of  sales  in  a  particular 
territory  for  a  given  line  reaches  substantial  proportions,  the  amount 
of  commission  paid  the  agent  by  his  principal  becomes  quite  large.  As 
the  volume  of  sales  and  selling  expenses,  in  dollar  amounts,  reach  a 
certain  point,  the  principal,  from  a  prof  it  point  of  view,  seems  justified 
in  replacing  agents  with  salaried  salesmen.  Sales  costmay  be  reduced 
while  greater  control  is  gained  over  selling  effort.  The  alternative, 
from  the  agents'  point  of  view,  may  be  to  accept  a  lower  commission 
rate  in  order  to  retain  the  account.  Agents  appear  to  be  generally 
antagonistic  to  such  an  arrangement  but  may  be  passively  receptive 
when  necessary  to  retain  a  profitable  line. 

Frequently,  agents  in  the  large  sales -size  groups  sell  a  substantial 
portion  of  their  volume  to  chain  and  other  mass  purchasers.  In  many 
cases,  sales  to  such  customers  provide  a  lower  commission  rate  than 
sales  to  other  buyers,  a  situation  which  is  often  determined  and  agreed 
upon  at  the  outset  of  the  agent-client  relationship.  While  the  "normal" 
commission  is  received  on  ordinary  sales,  the  effect  of  such  an 
arrangement  is  to  lower  the  effective  rate  on  the  total  volume  of  trade. 
Also  among  the  large  establishments,  split  commissions  are  sometimes 
involved.  Procurement  headquarters  for  a  given  purchaser  may  be 
centralized  while  consumption  or  use  is  decentralized.  This  situation 
leads  to  a  purchase  order  being  placed  in  one  agent's  territory  while 
the  shipment  is  made  to  a  different  agent's  territory.  Under  such 
circumstances,  a  split  commission  is  usually  involved.  Split  commis- 
sions, where  such  transactions  are  frequent,  result  in  a  lower  effective 
commission  rate  when  related  to  the  agent's  total  sales. 

Through  advertising  and  other  demand  creation  techniques,  the 
principal  may  have  created  such  a  large  consumer  or  buyer  preference 
that   the  agent,  in  a  fruitful  territory,  has  little  trouble  in  disposing  of 
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large  quantities  of  his  client's  merchandise.  A  modest  commission  rate 
is    common    in    such    cases    and    usually    considered   to  be  equitable. 

Analysis  of  commissions  by  age  of  establishment  suggests  that  the 
older  agents  appear  to  receive  generally  lower  rates  than  the  new 
agents.  Although  the  evidence  is  not  conclusive,  particularly  for  all 
lines  of  trade,  smaller  commissions  for  such  agents  is  the  principal 
implication  of  the  data.  This  result  may  be  partially  explained  by  two 
factors.  Table  XII  showed  a  correlation  between  size  and  the  date  of 
acquiring  or  establishing  the  place  of  business.  Generally,  the  older 
establishments  had  larger  sales  volumes.  To  the  extent  that  this  is  true, 
the  discussion  of  commission  rates  by  size  of  establishment  also 
applies  here.  Over  and  above  this,  however,  the  newer  establishments 
frequently  obtain  lines  for  territories  which  have  not  been  previously 
cultivated  by  the  principal.  Either  the  product  is  relatively  new  and 
hence  tends  to  carry  a  rather  attractive  commission  rate  during  the 
introductory  marketing  program,  or  the  territory  is  being  cultivated 
for  the  first  time.  If  the  new  market  is  relatively  thin,  as  compared  to 
older  and  better  established  territories,  the  commission  rate  may  be 
somewhat  higher  to  reflect  the  higher  costs  necessary  to  secure  sales. 
The  data  thus  suggest  that  the  new  manufacturers'  agent  finds  it 
difficult  to  obtain  established  lines  in  fertile  territories.  As  a  result, 
his  commission  rate  may  be  somewhat  higher  because  he  can  obtain 
only  new  and  unestablished  lines  or  acquire  the  established  products  of 
older  companies  only  in  new  or  marginal  territory. 

Manufacturers'  agents  who  negotiate  transactions  for  others  and  for 
their  own  account  generally  receive  higher  rates  of  commission  than 
those  who  negotiate  for  others  only.  This  information  is  difficult  to 
evaluate  because  the  census  inquiry  asked  the  establishment  to  report 
only  the  amount  of  commissions  on  transactions  negotiated  for  others. 
Amounts  of  such  commissions,  however,  were  related  to  total  sales  in 
arriving  at  the  commission  rates.  This  method  of  computation  suggests 
that  the  rates,  to  some  degree,  are  probably  understated.  In  addition, 
the  use  of  such  a  technique  results  in  establishments  negotiating  only 
for  others  showing  higher  commission  rates  than  those  who  negotiated 
both  for  others  and  for  their  own  account.  An  example  illustrates  this 
concept.  "A"  and  "B"  are  two  manufacturers' agents  differing  only  in 
that  "A"  negotiates  sales  solely  for  his  principal  while  "B"  makes 
some  sales  for  his  own  account.  The  lines  carried  provide  a  10  percent 
commission  for  the  agent  on  net  sales.  Both  agents  report  sales  of 
$100,  but  $25  of  "B's"  sales  were  for  his  own  account.  If  the  Census 
Bureau's  procedure  is  carried  out  and  the  averages  are  computed  as 
described  above,  "A"  receives  $10  of  commissions  and  has  a  com- 
mission rate  of  10  percent;  44B",  however,  receives  $7.50  in  commis- 
sions and,  applying  this  to  total  trade  transacted,  has  a  commission 
rate  of  7.5  percent.  Thus,  the  implication  from  table  29,  which  shows 
generally  higher  rates  of  commission  for  agents  negotiating  sales  for 
their  own  account  as  well  as  for  others,  is  that  the  establishments  may 
have  reported  the  amount  of  income  received  during  1948  rather  than 
the  amount  of  brokerage  or  commissions  alone.  Own  account  sales 
generally  provide  greater  gross  income  because  of  the  risk  of  owner- 
ship, credit  loss,  and  the  like;  a  situation  which  tends  to  support  this 
observation.  Although  other  explanations  are  possible,  this  part  of  the 
data  appears  to  have  significant  limitations. 

In  summary,  rates  of  commissions  received  by  manufacturers' 
agents  vary  considerably  with  the  nature  of  the  product,  the  market,  the 
individual  firm,  and  the  nature  of  the  selling  activities  to  be  applied  to 
the  product  in  the  marketing  program.  The  more  functions  and  activi- 
ties required  of  the  agent  and  the  more  difficult  the  sale,  the  greater  the 
rate    of    compensation.    Reflecting    these   observations,    commissions 
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received  by  manufacturers'  agents  in  1948  ranged  from  less  than  2 
percent  to  more  than  20  percent.  There  was  also  a  close  correlation 
between  rates  of  remuneration  and  the  sales  volume  of  establishments. 
Commissions  varied  inversely  with  sales- -the  higher  the  volume  of 
trade,  the  lower  the  rate  of  commission.  The  age  of  the  establishments, 
as  reflected  by  the  date  established  or  acquired  by  1948  owners,  was 
also  related  to  commissions.  Generally  speaking,  newer  establishments 
received  higher  commissions  than  the  older  establishments  in  most 
lines  of  trade.  The  higher  commission  rate  appears  to  be  a  reflection 
of  small  sales-size  and  the  fact  that  recently  organized  agents 
commonly  find  difficulty  in  obtaining  established  lines,  particularly  in 
fertile  territories.  Commission  rates  were  higher  for  agents  doing 
some  business  on  their  own  account  than  for  those  that  negotiated  only 
for  others. 

Although  the  data  on  commissions  here  presented  is  subject  to  some 
limitations,  a  comprehensive  account  of  what  manufacturers'  agents 
reported  is  made  available  for  the  first  time.  Previously  such  informa- 
tion could  only  be  deduced  from  rather  limited  information  on  the 
operating  expenses  of  agents.  Nevertheless,  meaningful  conclusions 
cannot  be  drawn  from  examining  rates  unless  such  commissions  are 
related  to  the  specific  sales  activities  for  which  the  rates  provide 
compensation. 
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Table  29 . —MANUFACTURERS '  AGENTS— COMMISSIONS  RECEIVED,  1948— UNITED  STATES,  BY  KIND  OF  BUSINESS, 
LEGAL  FORM,  SALES  SIZE,  PERIOD  ACQUIRED,  AND  TYPE  OF  TRANSACTION 

Commissions  received  as  a  percent  of  sales 


Classification  of 
establishments 


Estab- 
lish- 
ments 


(Number) 


Sales, 

entire 

year 


(Thousand 
dollars ) 


■H  p, 


United  States,  total.... 

Type  of  manufacturers'  agent: 

Agents,  with  stocks 

Agents ,  without  stocks 

Legal  form  of  organization: 
Individual  proprietorships.. 

Partnerships 

Corporations 

Date  established  or  acquired: 

1948 

1946—1947 

1942—1945 

1938—1941 

1934—1937 

1930—1933 

1920—1929 

1900—1919 

Prior  to  1900 

Not  reported 

Sales-size  group: 

$2,000,000  and  over 

$1,000,000— $1,999,999 

$500, 000— $999, 999 

$300,000-4499,999 

$200,000— $299,999 

$100,000— $199,999 

$50,000— $99,999 

Under  $50,000 

Transactions  negotiated: 

Negotiating  for  others  only. 
Negotiating  for  others  and 

own  account 

Not  reporting  analysis 


9,048 


1,423 
7,625 


6,192 
1,489 
1,367 


913 
2,053 
1,371 
1,054 

754 

701 
1,014 

368 
12 

808 


317 
677 
1,321 
1,356 
1,206 
1,820 
1,179 
1,172 


1,546 
855 


4,209,234 


633,750 
3,575,484 


2,231,202 

945,333 

1,032,699 


233,207 
797,024 
594,344 
557,442 
386,497 
353,454 
656,094 
249,869 
15,314 
365,989 


1,208,472 
915,264 
910,190 
511,881 
288,558 
257,908 
84,996 
31,965 


3,188,920 


754,035 
266,279 


5.9 


7.1 
5.7 


5.7 
5.8 
6.3 


6.3 
6.2 
6.2 
5.5 
5.9 
5.7 
5.6 
6.4 
5.2 
5.5 


3.7 
5.1 
6.4 
7.2 
8.0 
9.2 
11.6 
14.9 


5.7 


6.3 
7.0 


2.8 


5.8 
2.4 


2.3 
2.2 

3.8 


2.7 
3.1 
3.1 
2.6 
2.5 
1.2 
2.2 
4.4 

2.1 


1.9 
3.6 
2.8 
3.6 
3.4 
5.7 
10.3 
11.5 


2.4 


5.4 
2.9 


3.9 


3.9 


4.6 
3.2 

5.5 


5.2 

3.0 
4.1 
5.1 
2.2 
3.8 
4.7 
3.5 


2.0 
4.0 
4.2 
4.7 
5.3 
6.3 
5.0 
10.8 


3.9 


4.4 
3.4 


2.3 


2.3 


2.4 

( 

2 


*)\ 
!.2j 


(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 


(x) 
2.5 
3.6 

(x) 

(x) 


2.3 


:::} 


5.9 


(x) 
5.0 


6.4 


(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 
(x) 


(x) 

4.1 

(x)' 

13.3 

(x) 

(x) 


5.0 
9.6 


7.0 


4.8 
7.6 


7.0 
6.6 
7.1 


8.3 
7.2 
6.6 
8.0 
6.3 
6.7 
6.5 
9.9 
(x) 
6.0 


4.7 
6.7 
7.4 
7.7 

10.3 
9.4 
9.3 

16.8 


7.1 


6.4 
6.4 


3.6 
4.9 


3.8 
5.1 
3.9 


3.9 
4.6 
6.1 
3.6 
4.6^ 
2.9 
4.81 
4.4j 

5.6 


3.4 
2.9 
5.8 
5.6 
4.5 
7.8 
14.9 
14.9 


5.1 


3.4 
3.2 


3.8 
7.6 


6.2 
3.4 
7.3 


6.3 
3.7 
8.2 
3.0 


15.2 


(x) 
(x) 
(x) 
11.0 
8.1 
12.2 
10.8 
22.0 


4.4 


6.6 
8.6 


See  footnotes  at  end  of  table. 
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Table  29 MANUFACTURERS '  AGENTS— COMMISSIONS  RECEIVED,  1948— UNITED  STATES,  BY  KINDS  OF  BUSINESS, 

LEGAL  FORM,  SALES  SIZE,  PERIOD  ACQUIRED,  AND  TYPE  OF  TRANSACTION— Continued 

Conmissiona  received  aa  a  percent  of  aalea 


Claaalfication  of 
eatablishments 


3  4> 

.C   • 
O  tp 


h 

4)  41 


§? 


•rt  4) 

18 


8.* 


4)  CO 


« 

4) 

<-> 

O   co 

3    4) 

41 

&3 

03    O 

a 

41  -H 

r-l    4) 

3   01 

a   p. 

3S 

U    00 

«J 

Ss 

U 

Is 

u     - 

<->  +-> 

<->  u 

4)    O 

^ 

3   -H 

<    <-> 

■^i  a 

uj  3 

3.7 

5.2 

6.5 

5.7 

(x) 

7.2 

8.0 

6.4 

2.7 

5.0 

7.2 

5.6 

2.4 

4.8 

6.4 

5.5 

(x) 

5.4 

6.8 

5.7 

6.7 

6.2 

6.2 

6.2 

(x) 

6.0 

6.9 

5.2 

(x) 

7.0 

6.9 

6.5 

(x) 

6.2 

6.2 

5.3 

(x) 

6.1 

6.3 

6.8 

(x) 

5.2 

6.2 

6.1 

(x) 

4.9 

6.3 

4.6 

(x) 

3.8 

6.6l 

5.9 

(x) 

6.4 

7.4/ 

(x) 

n.a. 

4.1 

5.3 

4.0 

3.2 

5.0 

4.4 

6.1 

5.6 

4.8 

M 

6.4 

6.7 

6.2 

8.7 

7.0 

7.0 

9.5 

9.1 

8.0 

fx) 

10.1 

8.9 

10.3 

(x) 

13.8 

11.5 

13.7 

(x) 

18.6 

15.4 

12.2 

(x) 

4.9 

6.4 

5.8 

(x) 

7.8 

6.8 

5.6 

n.a. 

7.7 

6.8 

5.6 

United  States,  total... 

Type  of  manufacturers'  agent 

Agents,  with  stocks 

Agents,  without  stocks.... 

Legal  form  of  organization: 
Individual  proprietorships 

Partnerships 

Corporations 

Date  established  or  acquired 

1948 

1946—1947. . . 
1942—1945... 
1938—1941... 
1934—1937. . . 
1930—1933... 
1920—1929... 
1900—1919... 
Pr-ior  to  1900 
Not  reported. 


Sales-size  group : 

$2,000,000  and  over... 
$1,000,000—11,999,999 
$500,000— $999,999 
$300 ,  000— $499 ,  999 
$200,000 — $299,999 
$100,000— $199,999 
$50,000— $99,999.. 
Under  $50,000 


Transactions  negotiated: 
Negotiating  for  others  onlj 
Negotiating  for  others  and 

own  account 

Not  reporting  analysis.... 


5.9 
5.0 


5.1 
5.1 
5.0 


5.5 
5.4 
5.2 
5.4 
4.8 
4.5 
5.2 
4.1 


3.5 
4.4 
5.2 
5.6 
5.7 
6.5 
7.9 


5.0 


5.0 
6.2 


5.1 
:.2 


5.0 
4.3 

8.3 


5.0 
5.4 
3.5 


!:?) 


4.6 
8.5 


3.6 
3.3 


3.4 
2.8 

4.0 


3.8 
3.5 
3.6 
2.9 
2.5 
3.2 
3.4 

3.4 

4.2 


2.9 
2.9 
4.1 
4.0 
4.2 
5.4 
•6.9 
9.0 


3.3 


3.1 

4.0 


6.2 
6.2 


6.3 
6.2 
6.0 


6.0 
6.5 
6.6 
5.7 
5.4 
6.0 
6.8 

6.7 

6.4 


6.1 
5.3 
6.4 
5.8 
6.5 
7.0 
9.0 
18.0 


6.2 


6.7 
6.1 


6.7 
6.5 


6.2 
6.6 
7.0 


5.5 
6.7 
5.9 
8.8 
5.4 
6.3 
6.9 

5.4 

7.6 


3.6 
4.9 
7.2 
8.1 
8.6 
8.3 
10.3 
13.8 


6.5 


6.1 
8.3 


4.9 

5.0 


4.9 
4.3 
5.9 


8.1 
4.5 

7.5 
4.7 
6.8 
6.1 

3.61 
7.1] 


6.2 
7.6 


7.5 
6.8 
7.5 


17.7 

5.9 
7.2 
7.8 

7.3 
7.9 

8.6 


3 

.8 

3.5 

4.1 

4.6 

8.5 

6.5 

6.9 

6.5 

7.4 

9.2 

10.5 

L0.4 

8.5 

L5.4 

11.7 

5.0 

7.6 

5.2 

5.9 

4.5 

9.5 

6.3 


7.9 
6.1 


6.3 
5.9 

7.0 


5.9 
6.7 
6.6 
6.4 
6.4 
7.7 
4.9 
7.2 
6.3 
8.0 


4.2 
5.1 
6.5 

8.1 

8.7 

8.5 

13.0 

13.8 


7.5 
7.6 


See  footnotes  at  end  of  table. 
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Table  29.— MANUFACTURERS*   AGENTS— COMMISSIONS  RECEIVED,  1948— UNITED  STATES,   BY  KIND  OF  BUSINESS, 
LEGAL  FORM,   SALES  SIZE,    PERIOD  ACQUIRED,    AND  TYPE  OF  TRANSACTION— Continued 

Commissions  received  as  a  percent  of  sales 


Classification  of 
establishments 


si 
if 


<a  p. 
II 

O  4) 


li 


Hi 

1! 


2% 


United  States,  total. 


Type  of  manufacturers'  agent: 

Agents,  with  stocks 

Agents,  without  stocks 


Legal  form  of  organization: 
Individual  proprietorships . 

Partnerships 

Corporations 


Date  established  or  acquired: 

1948 

1946—1947 

1942—1945 

1938—1941 

1934—1937 

1930—1933 

1920—1929 

1900—1919 

Prior  to  1900 

Not  reported 


Sales- size  group: 

$2,000,000  and  over.... 
$1, 000, 000— $1, 999, 999 . 

$500,000— $999,999 

$300,000— $499,999 

$200,000— $299,999 

$100,000— $199,999 

$50,000— $99,999 

Under  $50,000 


Transactions  negotiated : 

Negotiating  for  others  only. 
Negotiating  for  others  and 

own  account 

Not  reporting  analysis 


8:2 


7.9 
8.3 


8.4 
7.6 
8.4 


8.1 
7.3 
7.7 
L0.2 
9.2 
9.9 
8.1 


5.1 

6.2 

7.6 

9.0 

10.4 

10.4 

13.9 

18.5 


8.1 


7.9 
10.8 


4.5 


6.9 
4.4 


4.0 
5.0 
6.3 


5.3 
4.1 
6.1 
5.4 
4.9 
2.9 
5.7 
3.8 

3.0 


3.5 

3.7 

4.5 

6.9 

6.2 

10.6 

10.7 

12.0 


5.2 
5.5 


8.2 


11.8 
7.4 


6.4 
11.5 
9.5 


4.8 
6.8 

5.8 
10.5 

6.0 
12.0 

8.4 

6.6 

13!l 


(x) 

7.9 
7.5 
8.3 
6.7 
9.7 
12.4 
16.1 


10.6 
9.0 


7.7 


12.3 

5.7 


6.2 
10.9 
11.2 


9.6 

9.5 

9.1 

3.9 

11.0 

10.7 

15.91 

6.1J 

11.5 


8.2 

9.1 

7.8 

6.9 

14.5 

18.8 

20.0 


10.1 
16.4 


10.2 
8.1 


7.3 

7.0 
10.4 


8.3 
9.2 
9.4 
8.6 
13.0 
9.8 

5.8 


^1 


(x) 
10.4 
5.1 
9.5 
13.0 
14.5 
12.9 


6.0 
9.8 


8.5 


8.6 
8.2 


8.7 
9.1 
8.3 


14.3 

10.0 

6.6 


8.4 


5.4 

M 

13.2 
11.5 
16.3 


10.5 


6.9 
10.9 


8.4 


9.2 
8.2 


7.9 
8.4 
9.5 


9.4 
9.0 
8.8 

7.7 
8.4 
8.3 
8.1 

(x)  1 

(x) 
8.2 


5.1 

7.6 

8.6 

9.4 

9.8 

11.3 

12.8 

15.6 


8.4 


8.6 
8.5 


8.9 


9.4 

6.6 

10.2 


6.2 
9.7 

11.9 
8.8 
6.2 
7.7 

10.8 


(x) 
(x) 

7.9 


9.1 


9.1 
5.9 


See  footnotes  at  end  of  table. 
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Table  29.— MANUFACTURERS'  AGENTS— COMMISSIONS  RECEIVED,  1948— UNITED  STATES,  BY  KIND  OF 
LEGAL  FORM,  SALES  SIZE,  PERIOD  ACQUIRED,  AND  TYPE  OF  TRANSACTION— Continued 

Commissions  received  as  a  percent  of  sales 


Classification  of 
establishments 


w 

to  p. 

82! 


1°. 


United  States,  total 

Type  of  manufacturers'  agent: 

Agents,  with  stocks 

Agents,  without  stocks 

Legal  form  of  organization: 

Individual  proprietorships 

Partnerships 

Corporations , 


Date  established  or  acquired: 

1948 

1946—1947 

1942—1945 

1938—1941 

1934—1937 

1930—1933 

1920—1929 

1900—1919 

Prior  to  1900 

Not  reported 


7.1 
4.0 


4.0 
4.6 

5.0 


4.8 
5.7 
5.4 
3.3 
4.3 
9.2 
3.5 
3.2 


Sales -size  group: 

$2,000,000  and  over.... 
$1 ,  000 ,  000— $1 ,  999 ,  999 . 

$500,000— $999,999 

$300,000— $499,999 

$200,000— $299,999 

$100, 000— $199, 999 

$50,000— $99,999 

Under  $50,000 


Transactions  negotiated: 

Negotiating  for  others  only. 
Negotiating  for  others  and 

own  account 

Not  reporting  analysis 


4.0 


2.7 
3.7 
4.1 
4.8 
8.2 
9.8 
11.0 
15.9 


5.2 
6.0 


4.2 

5.c- 


5.1 
-.2 

5.1 


4.6 
5.7 
7.7 
3.8 
7.1 
3.8 
5.4 
3.5 

5.5 


4.2 
4.4 
5.6 
8.4 
6.8 
8.7 
13.3 
14.1 


4.3 

8.0 


5.0 
4.3 


4.5 
4.4 
4.3 


4.4 
4.8 

4.6 
3.5 
4.5 
4.1 
4.8' 
4.3 

1.2 


3.4 

3.9 
4.9 
5.7 
7.3 
8.6 
8.4 
12.1 


4.0 
6.0 


3.4 
3.8 


4.3 
2.7 
3.5 


4.2 
3.5 
3.3 
3.6 
4.5 
14.1 

3.8 


2.7 
2.7 
3.7 

4.7 
10.0 
12.1 
12.9 
15.9 


3.9 


3.4 
3.0 


6.3 


9.4 
6.0 


6.3 
6.9 
5.7 


7.3 
6.0 
5.9' 
5.4 
6.9' 
6.3 
6.4 

6.4 

7.9 


4.7 

5.7 
7.0 
6.6 
6.6 
8.1 
10.2 
13.9 


6.0 


7.7 
6.7 


13.1 


31.0 
12.9 


12.6 
20.2 
12.2 


9.7 

11.6 
8.2 

9.4 

23.7 


(x) 

16.8 

(x) 

(x) 

(x) 

11.9 

12.2 

15.4 


32.8 
8.7 


5.9 

3.4 


2.4 
2.2 

7.2 


10.4 
5.8 
1.6 

1.5 


5.3 


(x) 

i'.k 

6.3 
8.1 
11.5 
(x) 
9.7 


7.3 
(x) 


7.0 
6.3 


6.3 
5.9 
7.8 


5.0 
6.9 
7.4 
5.8 
5.1 
7.2 
5.0 
6.1 

6.2 


(x) 
5.4 

5.5 
5.4 
7.0 
8.3 
8.4 
10.3 


6.2 

8.7 


(x) 
3.4 


(x) 


(x) 
(x) 
(x) 

(x) 
(x) 
(x) 


(x) 
(x) 


(x) 
(x) 
(x) 


3.2 
(x) 


4.7 
4.4 


4.6 
4.6 
3.8 


4.4 
4.6 
4.5 
5.9 
4.8 
5.0 
3.0 
3.5 
5.6 
4.4 


3.2 

3.7 
6.2 
6.6 
7.0 
8.3 
11.7 
16.8 


4.9 


3.1 
5.1 


x  Withheld  to  avoid  disclosure, 
n.a.  Not  available  or  not  applicable. 
n.e.c.  Not  elsewhere  calssified. 


CHAPTER  IV 


BACKGROUND,  OPERATING  POLICIES,  TERRITORIES,  PRODUCTS, 
AND  WAREHOUSING 


The  manufacturers'  agent,  as  noted  from  Census  data  presented  in 
chapter  II,  is  most  frequently  an  individual  proprietorship  of  relatively 
small  size.  Statistically  speaking  the  average  agency  has  only  three 
employees,  including  proprietors  or  active  firm  members  of  unincor- 
porated businesses.  The  organization  of  most  agents  is  not  complex, 
but  a  relatively  simple  and  informal  structure  dominated,  in  most 
cases,  by  the  entrepreneur.  The  quantitative  attributes  of  the  agent 
provide  the  necessary  background  from  which  to  view  the  operating 
practices,  policies,  and  problems  of  these  agents  as  developed  from 
case  study  materials. 

This  discussion  first  makes  an  inquiry  into  the  previous  vocational 
or  professional  pursuits  of  manufacturers'  representatives.  Various 
operating  policies  and  procedures  are  then  outlined.  Finally,  the 
advantages  and  limitations  of  manufacturers'  agents  in  relation  to 
major  competitors  are  treated. 

Occupational  Endeavors  Which  Provide  Sources  of  Agents 

Experience,  as  observed  from  the  cases,  indicates  that  manufac- 
turers' agents  come  from  varied  backgrounds.  Occupational  and  pro- 
fessional training  prior  to  organizing  and  operating  a  manufacturers' 
agency  appears  to  follow  no  fixed  pattern.  A  number  of  areas  of  busi- 
ness provide  adequate  background  from  which  an  individual  may  obtain 
experience  which  is  apparently  conducive  to  effective  performance  as 
a  manufacturers'  agent.  The  following  vocations  or  professions 
commonly  provide  representatives. 

(1)   Salesmen 

Salesmen  are  perhaps  the  most  significant  source  for  manufacturers' 
agents.  From  a  quantitative  point  of  view,  selling  was  the  most  common 
previous  occupation  of  the  manufacturers'  agents  interviewed.  Essen- 
tially, the  job  of  the  agent  is  one  of  selling.  All  other  functions 
performed  by  the  agent  are  principally  facilitative  in  nature.  The  years 
of  experience  acquired  as  a  salesman  provide  excellent  training  for  the 
individual  whose  ultimate  objective  is  the  establishment  of  a  manu- 
facturers' agency.  Commonly,  the  salesman  establishes  or  acquires 
the  agency  for  the  same  line  of  products,  or  closely  related  products, 
as  were  merchandised  while  in  employee  status.  Under  such  conditions 
the  agent  has  had  an  excellent  opportunity  to  obtain  an  intimate 
knowledge  of  the  buyers'  needs  and  problems  in  a  particular  industry. 

1  Chapters  II  and  III  of  this  study  were  devoted  to  an  analysis  of 
Census  of  Business  data  on  manufacturers'  agents.  In  addition  to 
analyzing  Census  data,  a  number  of  interviews  were  conducted  with 
association  officials,  with  manufacturers'  agents,  and  with  manufac- 
turers that  use  the  services  of  agents  in  marketing  their  products. 
Chapters  IV,  V,  and  VI  are  devoted  primarily  to  a  review  and  summari- 
zation of  the  interviews. 
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Such  previous  endeavor  enhances  the  individual's  skills  and  under- 
Standing  of  the  three  most  important  areas  of  sales  competency:  (1) 
dynamic  sales  skill,  (2)  product  knowledge,  and  (3)  market  knowledge. 
In  some  cases  the  agent  continues  to  serve  the  same  territory  as  was 
cultivated  while  a  salesman.  He  may  even  represent  the  same  company. 
Under  these  conditions  an  individual  may  become  well  known  and 
respected  among  buyers  prior  to  becoming  an  agent.  The  successful 
salesman,  in  making  the  transition  to  a  manufacturer's  agent,  may 
find  few  major  differences  between  his  new  endeavor  and  previous 
pursuit. 

Like  salesmen,  sales  managers  also  serve  as  a  source  of  manufac- 
turers' agents.  In  some  cases,  salary  compensation  of  sales  managers 
tends  to  limit  earning  capacity.  Commission  compensation,  inherent 
in  manufacturers'  agent  operations,  may  appear  more  attractive  to 
some  sales  executives. 

(2)  Subagents  or  junior  partners  of  established  agencies 

The  manufacturers'  agent  who  employs  subagents  or  salesmen  may 
be  training  future  competitors.  The  compensation  of  a  subagent  must 
be  less  than  the  commission  received  by  the  agency  for  the  line  of 
products  handled.  The  employer,  or  senior- agent,  must  retain  part  of 
the  over-all  commission  to  cover  the  operating  expenses  of  the  estab- 
lishment and  to  provide  some  over-riding  remuneration  from  the 
subagent's  sales.  The  inherent  lower  rate  of  commission  for  subagents 
may  ultimately  become  a  significant  factor  in  the  junior's  decision  to 
break  away  and  to  establish  his  own  organization.  The  successful 
subagent,  having  become  established  in  a  given  territory  for  a  particu- 
lar line  of  products,  may  feel  he  can  be  equally  effective  in  the 
distribution  of  his  own  lines. 

(3)  Purchasing  agents 

Industrial  purchasing  provides  an  excellent  background  for  transition 
to  a  manufacturer's  representative.  The  industrial  purchaser  by  the 
nature  of  his  job,  is  expected  to  become  thoroughly  familiar  with 
merchandise  and  highly  competent  in  the  buying  of  a  given  line  of 
goods.  Modern  industry  frequently  organizes  the  purchasing  function 
to  provide  for  line  specialization  of  buyers.  Among  larger  sized 
plants,  one  individual  does  not  usually  purchase  a  broad  horizontal 
group  of  items.  The  specialization,  characteristics  of  modern  procure- 
ment, provides  or  affords  opportunities  for  buyers  to  acquire  compre- 
hensive knowledge  of  a  relatively  limited  line  of  products.  The  capable 
purchasing  agent  is  thoroughly  familiar  with  the  lines  of  major  com- 
petitors in  the  particular  industry,  or  industries,  from  whom  he 
purchases.  The  buyer  is  also  aware  of  the  important  factors  which 
affect  selection  of  sources  of  supply  for  that  type  of  product.  Hence, 
the  purchasing  agent  not  only  acquires  a  detailed  knowledge  of  the 
problems  of  use  to  which  the  product  is  to  be  put,  but  he  also  becomes 
familiar  with  the  offerings  of  competitors  in  the  trade  and  the  factors 
which  affect  salability.  In  many  ways,  the  purchasing  agent  is  ideally 
suited  to  become  an  effective  manufacturers'  agent,  having  become 
well-known  among  purchasing  agents  in  the  given  geographic  area  and 
appreciative  of  the  buyers'  point  of  view. 

(4)  Engineers 

For  effective  distribution  of  many  industrial  items,  competent 
professional   engineering    service   must  be    afforded   buyers.    In   some 
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cases,  a  professional  engineering  degree  may  be  considered  the 
minimum  prerequisite  to  qualify  an  individual  to  engage  in  the  selling 
of  these  types  of  products.  Consequently,  in  highly  technical  industrial 
commodities,  the  manufacturers'  agent  may  have  acquired  years  of 
practical  engineering  experience.  Frequently  the  product  must  be 
adapted  to  the  particular  needs  and  specifications  of  the  buyer.  Plant 
layout,  design,  or  installation  plans  may  be  involved  prior  to  the  sale. 
Following  the  sale,  engineering  service  may  be  necessary  to  insure 
efficient  operation  of  the  machine.  Training  operators  or  providing 
repair  and  maintenance  service  may  be  essential.  Under  these  condi- 
tions the  quality  of  professional  engineering  counsel  may  be  more 
important  to  product  salability  than  sales  skill.  In  these  cases,  then, 
an  engineering  background  is  particularly  significant,  and  the  engineer, 
although  possessing  little  previous  selling  experience,  may  be  a  highly 
successful  manufacturers'  agent.  Agents  with  engineering  background 
are  found  in  the  machinery  and  equipment  lines,  builders'  materials, 
process  materials,  petroleum,  and  metals. 

(5)  End  users  of  goods  and  equipment 

Experience  acquired  as  an  end  user  of  equipment  and  supplies  may 
provide  adequate  background  for  the  manufacturers' agent  who  plans  to 
distribute  such  products.  The  case  materials  provide  an  illustration 
of  such  an  agent.  In  one  instance,  a  manufacturers'  agent  of  automotive 
equipment  had  previously  operated  a  repair  garage  for  more  than 
twenty  years.  Throughout  these  years  the  agent  became  familiar  with 
the  various  types  of  equipment  applicable  to  his  field,  as  well  as  with 
the  detailed  attributes  of  the  various  products,  desirable  and  undesir- 
able features.  In  addition,  such  an  agent  has  acquired  a  fundamental 
appreciation  of  the  problems  involved  in  using  various  types  of  auto- 
motive equipment.  Although  the  agent's  previous  experience  did  not 
afford  formal  sales  training,  an  intimate  knowledge  of  the  product  and 
market  was  conducive  to  effective  selling  as  an  agent.  The  agent  stated 
that,  in  the  automotive  equipment  field,  many  agents  had  previous 
experience     as     users     of     the      product     they     were    merchandising. 

(6)  Other  areas 

Manufacturers'  agents  may  have  almost  any  background.  No  specific 
qualities  or  training  can  be  listed  which  assure  success  for  the 
prospective  agent.  Some  of  the  other  backgrounds  from  which  agents 
emerge  are  briefly  noted. 

A  few  manufacturers  have  company  training  programs  for  capable 
individuals  which  lead  into  a  manufacturers'  agency  relationship. 
Trainees,  upon  completion  of  the  program,  are  given  the  company's 
line  and  also  permitted  to  take  on  other  noncompetitive  lines.  This 
technique  is  resorted  to  when  the  manufacturer  recognizes  that  his 
line  alone  will  not  support  a  full-time  representative  but  desires 
greater  loyalty  than  is  likely  to  exist  in  the  usual  agent-principal 
relationship. 

Wholesaling  and  retailing  provide  manufacturers'  agents,  especially 
when  individuals  become  restless  and  desire  to  operate  their  own 
establishments.  Advertising  and  other  distributive  activities  occa- 
sionally provide  an  agent.  An  unemployed  per  son  may  be  able  to  secure 
a  weak  line  for  his  local  market,  have  success,  add  better  lines,  and 
become  an  established  manufacturers'  agent. 

(7)  Summary 

Experience,  as  observed  from  the  cases,  indicates  that  manufac- 
turers'   agents    come   from  varied  backgrounds.    The  question,  "What 
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training  is  necessary  prior  to  becoming  a  manufacturers'  agent  ?  "  has 
little  meaning  unless  related  to  a  particular  type  of  product.  Such  a 
question  is  similar  to  debating  the  necessary  qualifications  of  a  sales- 
man. The  answer,  of  course,  is  that  the  qualifications  depend  upon 
the  type  of  product  to  be  sold  and  the  use  for  which  the  product  is 
destined.  The  same  reasoning  can  be  applied  to  the  manufacturers' 
agent.  Previous  selling  experience  may  be  extremely  important.  A 
detailed  and  adequate  knowledge  of  the  product  and  the  market  is  very 
helpful.  One  opinion  was  commonly  expressed  by  members  of  firms 
included  in  the  cases  that  the  capable  manufacturers'  agent  usually 
had  some  background  and  prior  training  in  the  manufacture  or  distri- 
bution of  the  lines  which  were  being  handled.  The  source  of  such  experi- 
ence and  training  was  not  as  important,  in  the  minds  of  most  agents,  as 
was  the  basic  fact  that  such  experience  had  been  acquired.  Occupational 
and  professional  training  prior  to  organizing  and  operating  a  manufac- 
turers' agency  thus  appears  to  follow  no  fixed  pattern  but  to  be  very 
helpful.  A  manufacturers' agency  is  not  commonly  a  complicated,  highly 
organized,  and  delicately  balanced  form  of  business  enterprise 
requiring  prescribed  and  formal  training. 

Territories 

The  sales  territory  of  a  manufacturers'  agent  is  a  geographic 
grouping  of  customers  and  prospects  into  a  certain  delineated  area 
which  has  been  assigned  the  agent  in  an  agreement  between  agent  and 
principal.  From  the  principal's  point  of  view,  the  sales  territory  is 
usually  the  geographical  expression  of  a  predetermined  sales  plan. 
Such  plans,  however,  are  complicated  by  the  fact  that  the  territory 
must  be  integrated  with  the  geographic  areas  assigned  to  the  agent  by 
other  clients.  A  manufacturer  usually  cannot  expect  optimum  effec- 
tiveness without  giving  due  consideration  to  the  sales  area  normally 
covered  by  the  various  representatives.  Sales  territories  of  manu- 
facturers' agents,  on  this  account,  are  usually  custom  made  in 
conformance  with  the  basic  requirements  of  both  agent  and  principal. 
As  a  result,  there  is  very  little  uniformity  of  territory  among  agents  in 
the  various  kinds  of  businesses.  The  study  showed  that  agent  terri- 
tories ranged  in  size  from  one  city  to  several  States.  The  one  constant 
observed  is  that  such  territories  are  almost  always  handled  on  an 
exclusive  basis.  Aside  from  this  constant,  there  is  little  that  can  be 
drawn  in  the  way  of  definite  conclusions  from  the  case  studies.  The 
following  discussion  treats  what  are  believed  to  be  the  determining 
factors  in  establishing  agent  territories. 

Factors  affecting  the  size  of  the  agents'  territory 

The  objective  of  manufacturers  and  their  agents  in  allocating  sales 
territories  is  to  divide  the  selling  function  into  manageable  and 
profitable  areas.  To  accomplish  this  objective,  certain  fundamental 
factors  should  be  analyzed  to  determine  the  extent  of  the  area  which  can 
be  properly  cultivated  by  the  manufacturers'  agent.  These  factors  may 
be  summarized  as  follows: 

(1)  Type  of  product.- -The  nature  of  the  product  has  a  substantial 
influence  on  the  size  of  the  agent's  territory.  Groceries,  for  example, 
normally  have  smaller  territories  than  is  true  of  certain  types  of 
industrial  equipment.  In  the  former  case  the  product  has  a  high  sales 
turnover,  many  prospective  customers,  and  repeat  sales.  The  agent  can 
presumably  secure  adequate  sales  opportunities  in  a  small  area.  On 
the  other  hand,  products  with  a  slow  rate  of  consumption  and  relatively 
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few  repeat  sales  require  larger  territories  to  enable  the  agent  to  have 
sufficient  sales  potential.  In  general,  goods  which  are  technical  in 
nature,  involve  long  periods  of  negotiation,  are  infrequent  of  sale,  or 
have  poor  seasonal  characteristics  require  large  territories. 

(2)  Class  of  customers  solicited. --The  class  of  customers  has  an 
important  bearing  on  the  size  of  territory.  Agents  principally  soliciting 
wholesale  establishments  tend  to  have  a  larger  territory  than  is  true 
for  those  agents  who  are  selling  at  the  retail  level.  The  agent  who  sells 
to  institutional  or  industrial  users  frequently  has  an  even  smaller 
territory  than  is  true  of  agents  selling  principally  to  dealers.  With  the 
same  number  of  calls,  a  wider  area  can  be  cultivated  when  wholesalers, 
as  contrasted  with  retailers,  are  the  principal  class  of  customer 
solicited. 

(3)  Number  of  buyers. --The  number  of  buyers  present  in  the  given 
region  influences  the  size  of  the  territory  covered  by  the  manufac- 
turers' agent.  This  factor  is  also  closely  related  to  the  class  of 
customer  solicited.  It  is  generally  true  that  the  greater  the  number  of 
buyers  present  in  the  agent's  territory,  the  smaller  the  area  must  be  if 
adequate  coverage  is  to  be  given.  Before  an  effective  territory  can  be 
established,  the  number  of  buyers  or  prospects  and  the  intervening 
distances  must  be  ascertained.  The  number  of  buyers  available  in  a 
territory  will,  of  course,  differ  by  kind  of  business,  by  products,  and 
by  individual  manufacturer.  Nevertheless,  the  density  of  the  market  is 
an  important  consideration  in  effective  territorial  allocation. 

(4)  Frequency  of  calls.-- The  frequency  of  customer  calls  necessary 
to  service  the  trade  effectively  is  related  to  buyer  density,  the  class  of 
customer,  and  type  of  product.  In  drug  items,  for  example,  the  agent 
must  frequently  cover  his  territory;  in  contrast,  the  agent  distributing 
heavy  industrial  machinery  knows  that  purchases  are  relatively  infre- 
quent and  that  established  accounts  are  only  intermittent  purchasers. 
In  each  case,  calls  must  be  made  frequently  enough  to  meet  competition 
and  to  satisfy  the  needs  of  the  customer  without,  at  the  same  time, 
incurring  excessive  selling  costs.  The  frequency  of  customer  calls 
should  be  carefully  planned,  as  too  many  calls  on  customers  mean 
excessive  selling  expense  with  little  profit,  and  too  infrequent  calls  may 
result  in  a  loss  of  customers.  Theaspectof  the  market  thus  affects  the 
geographic  sales  area  of  the  individual  agent  establishment. 

(5)  Service. --If  the  agent  is  required  or  expected  to  engage  in 
extensive  nonselling  activities,  he  tends  to  acquire  a  more  restricted 
territory.  The  agent  whose  principal  activity  is  entirely  selling  can 
cultivate  a  large  area  and  call  on  a  larger  number  of  customers  than  is 
true  of  the  agent  who  finds  it  expedient  to  provide  extensive  services 
for  the  benefit  of  customers.  Such  services  may  include  installation, 
repair,  maintenance,  plan  layouts,  designs,  blue  prints,  estimates,  and 
followup  activities.  Such  services  increase  the  time  spent  per  sales 
call  and  tend  to  decrease  the  territory  which  the  agent  can  effectively 
cultivate. 

(6)  State  of  sales  development  of  the  product. --The  stage  of  sales 
development  of  a  product  tends  to  have  a  considerable  influence  on  the 
size  of  the  territory  granted  by  principal  to  agent.  A  company  in  the 
early  stages  of  product  acceptance  tends  to  grant  larger  territories 
that  is  true  when  a  strong  existing  demand  for  the  product  is  present. 
When  buyers  are  unfamiliar  with  the  product,  the  agents  require  a 
larger     territory     with    a    greater    number    of    prospects    to  obtain  a 
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profitable  sales  volume.  In  addition,  the  principal  whose  products  are 
in  the  early  stages  of  sales  development  is  in  a  relatively  weak  position 
in  negotiating  with  agents  for  a  territory.  The  agent  may  request  a 
larger  territory  in  return  for  assisting  in  the  development  of  the 
product.  The  agent  desires  a  large  territory  so  that,  if  the  product 
proves  highly  profitable,  he  will  be  in  an  advantageous  position  even 
though  cultivation  of  the  entire  territory  at  the  outset  is  not  planned. 
As  the  products  become  more  established,  the  territories  granted  tend 
to  be  reduced  in  size;  a  shift  from  an  extensive  to  an  intensive  cultiva- 
tion policy  takes  place.  Principals  who  have  acquired  substantial 
product  acceptance  tend  to  restrict  the  size  of  territory  and  to  pursue 
an  intensive  market  cultivation  policy. 

(7)  Degree  of  competition.-- The  size  of  the  territory  is  affected  by 
the  extent  and  intensity  of  competition.  If  the  territory  is  faced  with 
vigorous  competition,  it  may  be  essential  that  the  agent  make  frequent 
calls  on  customers  and  prospects.  Strongly  competitive  markets  are 
conducive  to  small  territories  and  intensive  sales  activity.  When 
competition  is  weak,  a  territory  can  be  enlarged  and  less  frequent  calls 
made  without  adversely  affecting  the  sales  volume  from  each  customer. 

(8)  Political  boundaries.- -Territories  are  often  established  on  the 
basis  of  political  lines,  such  as  city,  county,  or  State.  The  wide  use  of 
such  political  boundaries  is  apparently  the  result  of  expediency.  In 
fc^t.  blishing  exclusive  geographic  areas,  the  use  of  such  boundaries 
mak-s  clear  the  limits  of  the  territory.  Since  commerce  and  trade 
cxuss  county  and  State  boundaries,  as  is  exemplified  by  certain  cities 
drawing  trade  from  several  States,  sales  territories  probably  should 
be  custom  made  to  reflect  the  inherent  nature  of  trading  zones. 
Political  boundaries,  if  principally  the  reflection  of  a  ready-made 
territory,     are     not     necessarily     adaptable     to    efficient    marketing. 

(9)  Trading  areas.- -Frequently  agent  territories  are  established  on 
the  basis  of  the  trading  area  to  be  served.  Trading  areas  appear  to  be 
used  by  companies  engaged  in  the  distribution  of  jobbing  lines,  such  as 
foods  and  hardware.  In  the  electric  housewares  trade,  for  example, 
certain  common  trade  areas  have  become  established.  In  selling  to  the 
jobbing  trade,  the  use  of  the  trading  area  appears  to  be  particularly 
desirable  for  outlining  the  territories.  Where  commonly  accepted  trade 
areas  are  used  as  the  basis  for  establishing  sales  areas,  agents 
appear  to  have  minimum  difficulty  in  securing  uniform  territories  for 
the  various  manufacturers  whom  they  represent. 

(10)  Topographical  conditions. --Agents'  territories  vary  due  to  the 
presence  of  mountains,  lakes,  rivers,  and  other  topographical  charac- 
teristics. The  distance  between  cities  is  also  an  important  factor  in 
establishing  the  territory.  In  the  southern  and  southwestern  States,  for 
example,  the  distance  between  major  urban  centers  necessitates  large 
territories  as  contrasted  with  the  densely  populated  eastern  and 
middle  western  States  where  population  is  concentrated  and  cities  are 
clustered. 

(11)  Other  factors.- -Other  qualitative  factors  which  affect  the 
determination  of  the  specific  territory  or  territories  to  be  granted 
agents  center  around  the  strength,  size,  and  location  of  the  individual 
agent.  Apparently  the  stronger,  better  established,  and  larger  agents 
find  it  easier  to  acquire  larger  territories  than  other  agents.  An  agent 
who  has  had  a  long  experience  in  the  trade,  who  has  several  salesmen 
in    addition    to    himself,    who  has   developed   a  particular  clientele  of 
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customers,  and  becomes  noted  as  a  volume  distributor,  may  well  obtain 
territorial  concessions  from  his  principal.  Under  these  conditions  it 
appears  that  the  agent  tends  to  become  particularly  valuable  to  his 
client  and,  hence,  in  order  to  retain  or  obtain  the  particular  agent 
involved,  the  principal  is  willing  to  grant  a  larger  territory  than  might 
otherwise  be  the  case.  On  the  other  hand,  principals  appear  frequently 
reluctant  to  grant  large  territories  to  agents  whose  organizations  may 
not  appear  competent  to  supply  adequate  coverage  to  the  territory.  In 
addition,  territorial  grants  already  made  to  other  agents  and  the 
principal's  policy  as  to  intensive  or  extensive  sales  cultivation  affect 
the  size  of  the  territory  to  be  granted  a  particular  agent.  For  example, 
some  manufacturers  have  introduced  marketing  programs  to  develop 
smaller  trade  areas  intensively,  rather  than  attempt  cultivation  of  a 
broad  geographic  area  from  the  outset.  In  contrast,  other  manufacturers 
desire  almost  immediate  national  representation  and  are  willing  to 
make  territorial  concessions  to  obtain  such  coverage.  Hence,  terri- 
torial allocation  is  conditioned  by  the  manufacturer's  coverage  policies. 

Summary 

In  summary,  the  territories  of  manufacturers'  agents  show  little 
uniformity.  Numerous  factors  influence  the  size  of  the  territory 
covered  by  the  given  agent.  Just  as  salesmen's  territories  vary  by 
market,  by  product,  and  by  individual  firm,  so  also  do  those  of  manu- 
facturers' agents.  The  important  consideration,  however,  is  that 
territories  be  allocated  on  the  basis  of  a  predetermined  plan  so  that 
the  policy  of  the  agent  as  well  as  his  principal  can  be  carried  out  with 
maximum  effectiveness.  It  is  axiomatic  to  the  trade  that  the  principal 
prospers  only  when  his  agents  prosper;  hence  the  principal  cannot 
determine  territories  in  a  vacuum.  Territories  should  be  designed 
from  the  point  of  view  of  the  pertinent  factors  and  problems  affecting 
the  manufacturer,  yet  consideration  should  also  be  given  to  the 
individual  requirements  and  policies  of  the  agent.  In  this  manner, 
effective  coordination  of  agent  and  principal  functions  can  be  realized 
and  the  objectives  of  each  can  be  profitably  pursued. 

Product  Policy 

Product  planning  is  the  process  of  determining  just  what  the  line  of 
products  should  be  to  secure  the  maximum  net  realization  from  the 
intended  market.  2  The  purpose  from  the  agents  point  of  view  is  to 
insure  that  the  line  is  confined  to  logically,  well  defined,  and  individu- 
ally justified  items  which  will  place  him  in  the  strongest  competitive 
position.  Adequate  product  policies  are  prerequisite  to  long-time 
profits  for  the  manufacturers'  agent.  No  amount  of  good  judgment  by 
the  agent  in  the  performance  of  his  functions  can  satisfactorily  offset 
weakness  in  product  policies  and  product  planning.  Sales  policies,  for 
example,  are  good  only  to  the  extent  that  they  guide  the  marketing  of 
products  which  have  been  closely  adapted  to  the  agent  market.  Only  as 
merchandise  handled  by  the  agent  adequately  meets  the  requirements 
of  his  customers  can  it  compete  successfully  for  any  length  of  time 
with  other  merchandise.  The  ability  of  the  agent  to  withstand  compe- 
tition rests,  in  large  measure,  on  his  ability  to  acquire  and  retain  a 
profitable  group  of  carefully  selected,  related,  but  none ompe ting  lines. 
Problems   falling  within  product  planning  and  policy  are  probably  the 

2  Holden,  P.  E.,  Fish,  L.  S.,  and  Smith,  H.  L.,  Top  Management, 
Organization  and  Control.  (Palo  Alto,  California:  Stanford  University 
Press,  1941),  p.  178. 
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most  difficult  for  the  manufacturers'  agent.  The  study  showed  that  this 
area  was  frequently  the  source  of  greatest  concern  among  agents. 
The  discussion  treats  the  number  of  manufacturers  represented  by 
individual  agents,  methods  available  to  agents  for  acquiring  lines, 
turnover  in  lines,  policies  used  in  adding  and  dropping  products  from 
the  line,  and  risks  faced  by  the  agent  in  product  acquisitions. 

Number. of  manufacturers  represented 

The  study  disclosed  a  wide  variation  among  agents  as  to  number  of 
manufacturers  represented  by  individual  agents.  Number  of  principals 
ranged  from  as  low  as  two  toasmany  as  twenty-five.  Most  commonly, 
however,  the  agents  represented  five  or  six  principals.  Few  definite 
conclusions  could  be  reached  about  the  criteria  determining  the  number 
of  lines  to  be  carried.  Important  considerations  appear  to  be  the 
preference  of  the  individual  agent,  size  of  his  establishment,  geographic 
location  and  size  of  the  territory  served,  type  of  product  handled,  class 
of  customer,  frequency  of  sale,  degree  of  services  rendered,  age  of 
establishment,  length  of  time  the  lines  have  been  carried,  number  of 
years  the  principal  has  been  in  business,  degree  of  control  exercised 
by  principal  in  limiting  the  agent  lines,  volume  of  trade  attainable  from 
individual  lines,  breadth  of  the  principals  lines,  and  profitability  of 
individual  lines.  The  factors  involved  in  determining  the  number  of 
principals  to  be  represented  are  thus  many  and  complex.  A  more 
detailed  analysis  is  included  in  the  discussion  of  product  diversification 
practices. 

Manufacturers'  agents  sometimes  handle  the  entire  line  produced 
by  the  client  manufacturer,  sometimes  only  a  portion  of  the  line,  and 
sometimes  only  one  product  of  a  rather  broad  line.  If  the  client  manu- 
facturer is  relatively  small  and  produces  a  rather  narrow  line  of 
products,  all  destined  for  a  similar  market,  the  agent  frequently 
handles  the  entire  line  for  his  principal.  If  the  manufacturer  is  large 
and  produces  a  broad  line  of  products  for  varied  markets,  the  agent  may 
distribute  only  a  portion  of  the  line  or,  in  some  cases,  only  one 
product.  Manufacturers,  in  an  effort  to  counteract  seasonal  and 
cyclical  fluctuations,  frequently  add  products  which  go  to  an  entirely 
different  market  than  those  normally  reached  by  the  major  portion  of 
the  line.  For  example,  manufacturers  producing  industrial  products 
may  attempt  to  counteract  the  cyclical  fluctuations  inherent  in  such 
goods  by  distributing  a  closely  related  consumer  product.  The  study 
included  such  a  case.  In  this  particular  instance,  the  industrial 
product  was  distributed  through  the  manufacturer's  own  sales  force; 
inasmuch  as  the  consumer  product  went  to  an  entirely  different  market, 
special  distribution  appeared  desirable  and  manufacturers'  agents 
were  selected  to  handle  only  the  consumer  product. 

Normally  a  manufacturer  will  have  only  one  agent  in  a  given  terri- 
tory; although,  in  rather  unusual  cases,  this  may  not  be  true.  A 
relatively  small  manufacturer  may  choose  to  distribute  his  entire 
output  through  manufacturers'  agents,  yet  his  products  may  go  to 
several  separate  and  distinct  markets.  Since  agents  tend  to  specialize 
their  selling  efforts  by  markets  rather  than  products,  a  manufacturers' 
agent  prefers  to  sell  products  going  to  the  same  market.  Under  these 
conditions,  the  manufacturer  may  be  unable  to  locate  agents  capable 
of  distributing  his  entire  line  of  products  when  more  than  one  market 
is  involved.  One  solution  is  to  engage  the  services  of  two  or  more 
manufacturers'  agents  in  each  geographic  area.  Each  agent  handles 
only  the  part  of  the  line  destined  for  one  specific  market.  As  a  result, 
several  agents  may  be  retained  by  the  manufacturer  in  the  same  terri- 
tory without  the  agents  being  indirect  competition.  Such  an  arrangement 
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may  give  the  manufacturer  better  market  coverage  with  the  same 
selling  expense   as   would  be  involved  if  only  one  agent  were  retained. 

The  portion  of  the  client's  line  handled  by  a  representative  is 
normally  beyond  the  control  of  the  agent.  The  manufacturer  who 
utilizes  an  agent  sales  force  retains  a  large  measure  of  control  over 
the  marketing  program.  The  decision  as  to  products  to  be  distributed 
through  agents,  therefore,  rests  with  the  principal.  Manufacturers 
frequently  sell  through  multiple  channels  of  distribution  and,  in  such 
cases,  the  inclusion  of  manufacturers'  agents  is  common.  The  manu- 
facturer may  choose  to  distribute  a  portion  of  his  line  through  his  own 
salesmen  or  prefer  to  sell  in  particular  territories  with  his  own  sales 
force,  while  using  manufacturers*  agents  to  complete  market  coverage. 
Selling  economies  may  be  obtained  by  using  salesmen  in  concentrated 
markets  and  using  manufacturers*  agents  in  territories  where  the 
potential  volume  of  the  one  line  is  not  sufficient  to  justify  the  expense 
of  a  salesman. 

The  agent  rarely  competes  directly  with  wholesalers  for  the 
manufacturer's  favor  in  selecting  a  channel  of  distribution.  The 
manufacturer  is  seldom  faced  with  the  question:  "Should  I  sell  through 
wholesalers  or  agents?"  If  the  wholesaler  is  an  integral  part  of  the 
marketing  program,  the  common  problem  for  the  manufacturer  is: 
"Should  I  sell  to  the  wholesaler  by  means  of  my  own  sales  force  or  an 
agent  sales  force?  "  In  general,  the  manufacturers' agent  is  a  marketing 
institution  linking  manufacturer  with  wholesaler  or  industrial  user. 
Some  opportunities,  however,  exist  for  a  manufacturer  to  use  agents  in 
place  of  wholesale  distributors  in  an  effort  to  sell  direct  to  retailers  or 
industrial  users.  Such  opportunities  appear  where  the  manufacturer 
would  be  capable  of  sustaining  only  a  large  enough  sales  force  to  sell 
to  wholesalers  or  distributors;  by  using  agents,  the  same  sales 
expenditure  may  make  possible  more  direct  contact  with  users  or 
retailers. 

The  cases  disclose  that  manufacturers  using  agent  distribution  have 
been  in  business  for  widely  varying  periods  of  time.  Newer  manufac- 
turers may  use  an  agent  sales  force  to  establish  their  products  in  the 
market.  The  sales  coverage  provided  by  manufacturers'  agents  with 
established  clienteles  appears  particularly  attractive  to  the  new  manu- 
facturer. On  the  other  hand,  old  established  firms  also  profitably  use 
manufacturers'  agents.  A  common  assumption  has  been  that  there  is  a 
tendency  to  shift  from  agents  to  salesmen  after  the  manufacturers' 
products  become  well  established  in  the  market.  Such  a  transition  is  not 
inherent.  Numerous  instances  exist  where  manufacturers  have  profit- 
ably used  agents  over  a  long  period  of  years.  Even  after  products  have 
become  well  established,  itmay  be  more  economical  in  the  long  run  for 
the  manufacturer  to  continue  distribution  through  agents.  During  periods 
of  depression  or  recession,  for  example,  the  manufacturers'  agent  is 
an  economical  method  of  distributing  products  because  he  is  paid  only 
in  proportion  to  sales. 

Methods  by  which  agents  acquire  lines 

A  detailed  listing  of  all  of  the  ramifications  of  techniques  utilized 
by  agents  in  acquiring  lines  would  indeed  be  voluminous.  Some  of  the 
more  important  methods  or  sources  for  acquiring  lines  are: 

(1)  Lines  handled  while  a  salesman.- -In  some  cases,  manufacturers 
permit  salesmen  to  take  on  other  lines  and,  in  so  doing,  become 
independent  manufacturers'  agents.  Rather  than  lose  a  desirable  sales- 
man because  lack  of  sufficient  volume  on  only  the  one  line  unduly  limits 
earnings,  the  company  may  permit  the  salesman  to  add  other  products. 
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This  policy  enables  the  manufacturer  to  retain  quality  sales  represen- 
tation of  more  stability,  and  may  be  mutually  beneficial  to  both  sales- 
man and  manufacturer. 

(2)  Acquaintances  and  relationships  established  while  salesman. — 
Superior  salesmen  frequently  have  opportunities  to  acquire  lines  fo r 
distribution  as  manufacturers'  agents.  In  daily  activity,  the  salesman 
becomes  acquainted  with  many  other  salesmen,  sales  managers,  and 
agents.  Close  relationships  develop  frequent  opportunities  for  the 
superior  salesman  to  acquire  desirable  products  to  be  merchandised 
on  an  agency  basis.  This  type  of  product  entree  was  frequently  en- 
countered in  the  case  materials. 

(3)  Recommendations  from  other  manufacturers'  agents.- -Over  a 
period  of  years,  manufacturers'  agents  in  the  same  trade  tend  to 
become  well  acquainted  as  a  result  of  informal  relationships  or  from 
organized  group  activities.  In  their  contacts,  agents  in  the  same  kind 
of  business  frequently  exchange  recommendations  as  to  desirable 
products.  One  manufacturers'  agent  possessing  a  profitable  line 
usually  has  no  misgivings  toward  helping  an  agent  in  another  territory 
acquire  the  same  line.  Recommendation  from  one  agent  to  his  principal 
on  behalf  of  another  agent  is  a  frequent  technique  used  by  agents  in 
their  efforts  to  obtain  profitable  accounts. 

(4)  Lines  discontinued  by  other  agents.- -One  manufacturers'  agent 
may  be  able  to  acquire  a  line  discontinued  by  another.  The  line  may 
have  been  dropped  by  the  one  agent  on  the  assumption  or  conclusion 
that  such  a  line  is  not  profitable.  As  a  result,  the  given  line  is  available 
for  other  manufacturers'  agents.  Opportunities  to  acquire  lines  from 
reassignment  also  may  be  available  due  to  an  agent's  decision  to 
discontinue  operation.  Termination  of  the  agreement  between  agent 
and  principal  may  be  the  result  of  unprofitability,  retirement,  or 
death.  Inasmuch  as  the  contractual  relationship  between  agent  and 
principal  is  based  on  personal  service,  such  contracts  normally  cannot 
be  transferred  or  assigned.  Usually,  contractual  termination  between 
one  agent  and  his  principal  gives  some  other  agent  the  opportunity  of 
acquiring  the  line. 

(5)  Companies  not  having  representatives  in  given  territories. -- 
Oftentimes  it  is  relatively  easy  for  an  agent  to  acquire  a  given  line  when 
a  manufacturer  is  using  representatives  to  reach  the  market  and  does 
not  currently  have  an  agent  in  a  particular  territory.  Frequently  an. 
agent  can  secure  the  line  merely  upon  request.  Many  companies  are 
willing  to  add  agents  freely  in  open  territories  because  there  is  no 
cost  to  the  principal  until  sales  are  made.  If  transportation  expense 
is  not  prohibitive,  the  additional  volume  from  the  territory  may  provide 
desirable  profits.  Should  it  become  necessary  to  discontinue  operation 
in  such  a  territory,  withdrawal  from  the  market  can  be  accomplished 
without  any  loss  of  investment. 

(6)  Newly  organized  manufacturers.- -To  some  degree,  the  agent's 
position  depends  upon  the  rate  at  which  new  manufacturing  enterprises 
are  established.  Agent  distribution  is  particularly  attractive  to  newly 
organized  manufacturers.  Market  coverage  can  be  quickly  obtained 
without  any  significant  capital  investment.  Selling  expenses  can  be 
predetermined  and  little  or  no  cost  is  incurred  until  after  sales  are 
made.  The  new  manufacturer  immediately  has  access  to  a  large  and 
well  trained  sales  force  with  an  established  clientele  of  customers. 
The  newer   and   smaller  manufacturer  is   frequently  in  need  of  sales 
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representation  in  various  territories  and  thus  offers  the  manufacturers' 
agent  a  source  for  acquiring  new  products.  Many  agents  are  somewhat 
reluctant  to  take  on  a  line  which  has  not  become  well  established 
because  of  the  greater  risk  of  unsalability,  buyer  dissatisfaction,  and 
supplier  stability.  In  spite  of  such  problems,  the  agents'  greatest  single 
source  for  new  product  lines  probably  lies  in  new  manufacturing 
enterprises. 

(7)  Requests  from  manufacturers  to  provide  representation.- - 
Superior  agents  frequently  receive  requests  from  manufacturers  to  act 
as  their  representative.  A  manufacturer  interested  in  securing  quality 
representation  in  a  given  territory  has  various  means  available  to 
locate  desirable  agents,  such  as  securing  recommendations  from 
customers  as  to  superior  agents.  Having  obtained  a  list  of  names,  the 
manufacturer  may  then  undertake  a  screening  process  to  narrow  his 
choice  to  three  or  four  desirable  agents.  Upon  completing  the  screening 
process;  the  various  agents  may  then  be  personally  interviewed.  From 
this  process,  the  best  available  agent  to  handle  the  line  is  selected. 
This  procedure  is  common.  Once  an  agent  has  earned  a  sound  reputa- 
tion as  an  aggressive  representative  and  has  become  well  established 
in  a  given  territory,  he  finds  frequent  opportunities  to  add  lines  upon 
manufacturer  request.  One  agent,  for  example,  reported  that  he  usually 
has  approximately  one  hundred  such  requests  each  year  from  manu- 
facturers. 

(8)  Adve  r  ti  s  ing .  -  -  A  common  technique  used  for  acquiring  products 
is  to  advertise.  Both  agents  and  manufacturers  use  this  technique. 
Many  publications  contain  advertisements  by  manufacturers  for 
"Agents  Wanted."  The  agent  may  also  advertise  in  trade  papers  and 
journals  or  even  the  classified  section  of  the  telephone  book,  announcing 
his  interest  in  acquiring  additional  lines.  No  conclusion  can  be  reached 
as  to  the  relative  effectiveness  of  this  method  of  acquiring  lines,  but  it 
has  been  noted  as  one  source  of  new  accounts.  Generally,  however,  the 
older  and  more  stable  agents  find  resorting  to  such  techniques 
unnecessary  and  are  able  to  be  quite  selective  in  the  choice  of  lines 
which  they  handle. 

(9)  Trade  associations.- -Trade  associations  of  manufacturers' 
agents  are  instrumental  in  enabling  members  to  acquire  desirable 
lines.  This  kind  of  service  may  be  illustrated  by  the  activities  of  the 
Automotive  Affiliated  Representatives,  which  operates  a  placement 
bureauforthe  benefit  of  agents  and  manufacturers  and  also  has  estab- 
lished a  workable  assistance  plan  to  help  members  and  manufacturers 
in  an  emergency.  When  the  Association  is  requested  by  a  manufacturer 
to  secure  representation,  two  methods  can  be  used.  First,  the  Associa- 
tion can  send  its  membership  roster  to  the  manufacturer  and,  from  this 
roster,  the  principal  can  make  his  individual  selection  and  contact  the 
member  direct.  Second,  the  Association  will  send  out  a  bulletin  to  reach 
each  and  every  member  covering  the  open  territory.  Should  neither 
method  meet  with  success  (members  may  be  unable  or  unwilling  to  accept 
the  line),  the  Association  may  contact  capable  nonmember  agents  and 
put  them  in  touch  with  the  manufacturer.  Such  placement  activities  are 
a    service   to  manufacturers  and  a  method  for  agents  to  acquire  lines. 

The  assistance  plan  is  a  working  arrangement  within  the  Association 
to  insure  the  manufacturer  of  continued  sales  representation  in  an 
emergency.  The  benefits  of  such  an  arrangement  are:  First,  should  a 
member  of  the  Association  become  temporarily  ill  or  disabled,  and 
have  no  substitute  to  replace  him,  he  may  request  noncompetitive 
members   to   carry  on  the  sales  work  without  remuneration  during  the 
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period  of  his  incapacity.  Second,  should  a  member  become  permanently 
disabled,  a  satisfactory  plan  for  handling  his  sales  activities  will  be 
arranged  upon  his  request.  Such  a  plan  normally  specifies  a  working 
arrangement  and  remuneration  agreement  between  the  disabled  mem- 
ber, the  members  of  the  Association  working  in  his  behalf,  and  the 
principal  involved.  Third,  should  a  member  die,  the  Director,  with  the 
approval  of  the  member's  survivors,  will  write  the  manufacturer 
represented  offering  full  coverage  of  the  territory  by  one  or  more 
members  until  permanent  representation  can  be  appointed.  In  such  a 
manner,  trade  association  activities  provide  opportunity  for  agents  to 
acquire    lines    and   for   manufacturers    to  obtain  desirable  representa- 


(10)  Chambers  of  Commerce.- -Chambers  of  Commerce,  as  a  service 
to  businesses  located  in  the  community,  frequently  supply  information 
as  to  available  business  opportunities.  For  example,  the  New  York 
Chamber  of  Commerce  maintains  an  extensive  file  of  manufacturers' 
agents  and  their  territories  as  well  as  a  listing  of  manufacturers 
desirous  of  obtaining  representatives.  Chambers  of  Commerce  thus 
help  to  bring  manufacturers  seeking  representatives  into  contact  with 
agents  desiring  additional  lines.  Trade  associations  of  manufacturers' 
agents  frequently  make  such  information  available  to  Chambers  of 
Commerce.  The  National  Association  of  Manufacturers'  Agents  prints 
the  following  notice  in  the  "Agents  and  Accounts  Wanted"  section  of  its 
monthly  publication:  '  'Attention  Chambers  of  Commerce,  you  are 
welcome  to  publish  in  your  own  bulletins  any  of  these  ads  that  would 
be  of  interest  to  your  members."* 

Many  sources,  methods,  and  techniques  are  available  to  manufac- 
turers' agents  in  adding  new  lines.  Some  of  the  more  common  have 
been  noted.  The  group  included  here  is  not  all-inclusive  nor  has  any 
attempt  been  made  to  evaluate  the  relative  importance  of  the  various 
possibilities.    Such    an    objective    is    beyond    the    scope   of  this  study. 

Product  turnover 

Acquiring  and  retaining  desirable  lines  is  probably  the  most  impor- 
tant problem  faced  by  manufacturers'  agents.  The  well-known  retail 
axiom,  "Goods  well  bought  are  half  sold,"  can  also  be  applied  to 
manufacturers'  agents.  Well-established  lines  acquired  by  manufac- 
turers' agents  are  half  sold,  although  acquiring  desirable  product 
lines  is  only  one  part  of  the  problem.  Equally  significant  is  the  ability 
of  the  agent  to  retain  the  line  once  it  has  been  acquired.  In  many  cases 
product  turnover  among  agents  is  substantial.  In  one  case,  a  manu- 
facturers' agent  added  and  dropped  over  forty  lines  during  a  10-year 
period.  In  this  area,  the  manufacturers'  agent  faces  one  of  his 
severest  tests  and  perhaps  his  greatest  risk.  Excessive  product 
turnover  is  especially  dangerous  to  the  market  position  of  the  manu- 
facturers' agent.  After  an  undue  amount  of  changing  lines  on  the  part  of 
the  agent,  the  buyer  may  logically  conclude  that  the  agent  is  either 
incapable  of  recognizing  quality  products  that  are  well  adapted  to  the 
market  and  competitively  priced  or  that  the  agent  is  unable  to  retain 
superior  lines.  If  this  conclusion  becomes  general  among  buyers,  the 
result  is  particularly  damaging  to  the  individual  agent  and  his  ability 
to  compete  successfully. 


3  Fifteen     Years     Achievement,     New    York    Automotive    Affiliated 
Representatives,  p.  7. 

The   Agent   and  Representative,  Volume  3,  No.  6,  June,   1951,  p.  9. 
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Product  turnover,  however,  is  not  always  the  fault  of  the  agent,  nor 
within  his  ability  to  control.  Client  manufacturers  frequently  cause 
the  product  turnover  problem  by  changes  in  selling  policy.  If  the  agent 
does  a  superior  job  of  stimulating  demand  and  building  sales  volume 
in  his  territory,  the  client  manufacturer  may  decide  that  sales  have 
reached  a  level  which  warrants  the  use  of  his  own  salaried  salesmen. 
Such  a  course  of  action  is  commonly  followed  by  some  principals. 
Other  circumstances  may  result  in  the  loss  of  a  profitable  line  by  the 
agent.  A  client  may  discontinue  production  or  sell  his  business  to 
another  manufacturer  who  already  has  his  own  representatives  or 
salaried  salesmen.  In  either  case,  the  agent  loses  a  profitable  line  due 
to  conditions  beyond  his  control.  One  of  the  agent's  greatest  fears, 
nevertheless,  is  that  his  principal  will  choose  to  sell  by  means  of  his 
own  salesmen.  Manufacturers  enjoying  substantial  volume  may  experi- 
ence selling  economies,  at  least  in  the  short  run,  by  substituting  their 
own  salaried  salesmen  for  the  agent  method  of  distribution.  In  periods 
of  a  seller's  market,  when  volume  is  high,  the  use  of  salaried  sales- 
men seems  particularly  attractive.  Selling  expenses  as  a  percentage  of 
sales  can  probably  be  reduced  by  this  technique  as  long  as  sales  remain 
at  high  levels.  To  minimize  the  likelihood  of  the  manufacturer 
utilizing  his  own  salesmen,  some  agents  have  been  known  to  hold  sales 
to  levels  which  did  not  encourage  such  a  change  in  policy.  When 
followed,  such  practices  prohibit  the  principal  from  ever  realizing 
the  maximum  sales  from  the  territory  and  might  also  preclude  the 
agent's  obtaining  maximum  income  from  the  line.  If  the  working 
arrangement  is  to  reach  optimum  effectiveness,  mutual  confidence 
must  exist  between  client  and  agent.  One  conclusion  from  the  cases 
included  in  this  study  is  that  a  complete  understanding  and  recognition 
of  the  aims  and  objectives  of  each  party  is  necessary  to  secure  best 
results  from  the  use  of  manufacturers'  agents. 

Many   representatives   expressed  the  opinion  that  the  agent's  major 
risk  is   the  uncontrollable  loss   of  established  and  profitable  product 
lines.   Adding  a  new  line  is  a  form  of  an  investment  for  the  manufac- 
turers'   representative  who  invests  his   time   and  money  in  creating  a 
demand    for    the  product  before   sales   and  commissions   offset  these 
expenditures.    The  manufacturers'  agent,  as  a  result,  bears  a  signifi- 
cant  share   of  the  initial  cost  for  demand  creation;  therefore,  product 
diversification  policies  should  be  carefully  conceived,  because  exces- 
sive product  turnover  is  expensive  and  may  strain  customer  relations. 
Some  representatives  have  a  fixed  policy  of  continually  adding  products 
to  their  line;  others  are  content  to  continue  with  the  same  products  as 
long   as   these   are   profitable;  still  others  proceed  on  an  opportunistic 
basis,  adding  and  dropping  items  intermittently. 

Some  of  the  more  common  reasons  for  adding  to  or  changing 
merchandise  lines  handled  are:  to  replace  a  discontinued  line,  to  supply 
a  definite  known  need  among  buyers  for  a  new  type  of  product,  to 
achieve  a  balanced  and  well-rounded  group  of  products  destined  for 
the  same  market,  to  secure  a  competitive  line  definitely  superior  in 
value  to  present  products,  to  provide  substitutes  for  products  or  ma- 
terials in  short  supply,  to  overcome  seasonal  periods,  to  protect 
profits  or  minimize  losses  in  a  depression  through  diversified  lines, 
to  spread  overhead  over  a  larger  base,  and  to  increase  profits  through 
a  better  and  more  diversified  line. 

Prerequisites  of  principals  for  securing  capable  representation 

Manufacturers'  agents  normally  seek  certain  prerequisites  on  the 
part  of  the  principal  prior  to  the  adding  of  a  line.  The  qualities  desired 
in  client  manufacturers  include  the  following: 
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(1)  Established  in  the  trade. --The  manufacturers'  agent  normally 
desires  to  represent  manufacturers  who  have  attained  some  standing 
in  the  trade.  A  manufacturer  who  has  been  in  business  for  at  least 
five  years  is  believed  to  afford  less  risk  to  the  agent  than  a  newer 
producer.  Chances  of  bankruptcy  and  faulty  products  are  reduced;  also 
a  sudden  shift  from  agents  to  salesmen  is  less  likely.  The  manufacturer 
who  has  been  in  business  for  several  years  is  assumed  to  have 
obtained  some  stability  and  to  be  more  able  to  provide  a  profitable 
line  than  the  manufacturer  just  initiating  his  operation. 

(2)  Strong  financial  condition.-- The  agent  regards  the  financial 
condition  of  his  principal  as  important.  The  representative's  interest 
is  in  merchandising  the  lines  of  principals  who  are  sufficiently  well 
financed  to  acquire  added  production  facilities  when  an  expanding 
demand  requires  more  output.  If  the  principal  is  weakly  financed 
and  must  expand  from  the  profits,  the  time  lapse  involved  in  acquiring 
new  capacity  may  preclude  the  agent's  ability  to  capitalize  on  customer 
demand- -which  he  has  stimulated.  Strong  financial  condition  also 
reduces  probabilities  of  bankruptcy. 

(3)  Sales  policies  of  the  principal  similar  to  those  of  the  agent.--If 
the  sales  policies  of  the  client  manufacturer  are  complementary  to 
those  of  the  agent,  cooperation  is  easier.  For  example,  if  the  manu- 
facturer had  a  multidealer  policy  while  the  agent  practices  exclusive 
or  selective  dealer  distribution,  neither  party  could  expect  a  smooth 
relationship  to  develop. 

(4)  Fair  dealing--high  ethical  standards  and  moral  conduct.- -The 
good  agent  is  particularly  interested  in  those  manufacturers  whose  eth- 
ical standards  and  moral  conduct  are  above  reproach.  Confidence  in 
commission  payments,  guarantees,  adjustments,  and  willingness  to 
stand  behind  commitments  given  customers  are  of  real  importance  in 
promoting  a  happy  and  profitable  agent-principal  relationship.  This  re- 
lationship is  based  on  mutual  confidence.  If  the  agent  is  to  serve  effec- 
tively the  needs  of  his  customers,  he  must  have  confidence  that  his 
commitments  given  to  buyers  will  be  honored  by  his  principal.  For  the 
client's  line  to  be  attractive  to  the  agent,  the  principal  must  have  an 
established  reputation  for  fair  dealing  and  honesty.  Such  a  reputation  is 
perhaps  the  minimum  prerequisite  for  the  securing  of  capable  agents. 

Special  problems  with  product  lines 

Basically,  the  manufacturers'  agent  is  interested  in  the  profit  to  be 
derived  from  a  line.  As  wood  casement  windows  are  replaced  by  metal 
casement  windows,  the  builders'  specialty  agent  will  drop  the  dying 
product  and  add  the  growing  one.  Most  product-line  decisions  are  made 
on  the  basis  of  their  direct  result  on  profits.  Nevertheless,  several 
indirect  forces  are  present  which  modify  decisions  to  add  or  drop 
items  of  merchandise. 

An  agent  may  have  a  moderate  product  line  but,  as  time  passes, 
the  sales  volume  on  one  manufacturer's  product  may  expand  substan- 
tially, ultimately  reaching  a  point  where  the  client  demands  that  the 
agent  simplify  and  reduce  his  offerings.  The  agent  can  then  drop  his 
large  volume,  highly  profitable  item  or  reduce  his  line  to  satisfy  the 
maker  of  the  successful  merchandise.  Principals  are  frequently 
concerned  about  keeping  their  agent's  lines  narrow  enough  to  permit 
aggressive  merchandising  of  the  good  handled.  To  keep  his  most 
desirable  products,  the  agent  may  eliminate  certain  items  which  he 
would  prefer  to  retain  on  a  direct  profit  basis. 
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Comprehensive  product  information  is  required  of  manufacturers' 
agents.  Spreading  a  line  too  thin  does  not  permit  the  agent  to  provide- 
adequate  application  counsel  for  technical  products;  in  market  coverage, 
too  many  items  tend  towards  slighting  some  prospects  or  some  areas. 
To  become  successful  and  to  build  a  permanent  business,  the  case 
interviews  strongly  suggest  that  the  agent  should  become  an  expert  in  a 
limited  product  line  and  endeavor  to  develop  permanent  relationships 
with  principals  and  customers. 

Industrial  purchasing  has  become  specialized.  Buyers  today  may 
purchase  only  a  limited  group  of  items.  A  widely  diversified  line  may 
result  in  an  agent  having  to  call  on  three  or  four  buyers  in  the  same 
purchasing  department.  Necessary  calls  may  then  be  so  frequent  as  to 
cause  the  agent  to  be  considered  a  nuisance  rather  than  a  well  trained 
sales  representative  capable  of  helping  the  buyer  to  perform  his 
purchasing  more  efficiently.  In  general,  such  considerations  as  these 
lead  to  the  statement  of  one  agent,  "Probably  more  manufacturers' 
agents  fail  because  of  spreading  lines  too  thin  than  for  any  other 
single  reason." 

Summary 

Adequate  product  policies  are  prerequisites  to  long-time  profits 
for  manufacturers'  agents.  While  the  manufacturers'  representative 
does  not  face  the  inherent  risks  attendant  to  ownership  of  goods,  he 
nevertheless  faces  substantial  risks  involving  product  lines .  The  agent 
must  invest  time  and  money  in  building  market  acceptance  for 
products  prior  to  the  realization  of  profits.  The  risk  of  losing  such  an 
investment  may  be  substantial  unless  the  agent  is  able  to  retain  the 
product  line  over  a  relatively  long  period  of  time.  This  risk  is  highly 
significant  and  continually  present  because  the  client  may,  for  all 
practical  purposes,  at  any  time  and  at  his  own  discretion,  replace  the 
agent  by  his  own  sales  force;  also  such  a  policy  change  becomes  more 
likely  as  market  success  and  gratifying  sales  emerge.  Good  manage- 
ment must  be  exercised  to  secure  profitable  product  diversification  and 
to  avoid  over -expansion  of  product  line. 

Warehousing 

Census  tabulations  showed  that  only  1,423  manufacturers' agents  out 
of  a  total  of  9,048  owned  stocks  for  resale  in  December  1948.  The  data 
also  show  that  agents  are  now  able  to  operate  with  smaller  inventories 
than  was  true  in  previous  years.  The  cost  value  of  goods  on  hand  for 
resale  at  the  end  of  1948  amounted  to  $12,919,000,  or  2.0  percent  of 
annual  sales  of  the  stock  carrying  agents.  Sales  made  for  the  agents 
own  account  in  1948  amounted  to  only  approximately  2.5  percent  of 
annual  sales.  The  clear  implication  is  that  the  maintenance  of  resale 
inventories  has  not  been  a  very  significant  feature  of  agent  operation. 
The  tabulations,  on  the  other  hand,  omit  the  factor  of  consigned  stocks 
which  are  held  by  some  agents  and  from  which  local  deliveries  are 
made.  A  full  discussion  of  the  agent  warehousing  function  should  include 
both  owned  stocks  and  stocks  held  on  consignment.  Even  though  the 
Census  furnishes  no  information  on  consigned  stocks,  the  field  investi- 
gation strongly  suggests  that  warehoused  stocks  are  relatively  unimpor- 
tant as  -compared  with  the  total  trade  transacted  by  agents.  In  some 
trades,  nevertheless,  it  is  extremely  important  or  desirable  for  the 
agent  to  maintain  some  stocks,  even  though  sales  from  these  stocks 
represent  a  small  proportion  of  total  trade.  Through  the  years  the 
agent  has  consistently  been  able  to  operate  with  ever  lower  levels  of 
inventory,  or  even  to  avoid  handling  inventories.  The  question  is 
thus    raised,    "Why,    or   how,  is  the  agent  able  to  operate  with  relative 
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efficiency  without  having  available  locally  warehoused  stocks  from 
which  to  make  deliveries?"  No  general  answer  can  be  given  to  this 
question.  A  variety  of  reasons  are  apparent,  and  their  importance 
varies  by  trades.  Analysis  of  the  cases  discloses  that  certain  factors 
appear  to  permit  agents  to  operate  without  inventories  and  thus  to 
avoid  the  warehousing  function. 

Factors  permitting  agents  to  operate  without  resale  inventories 

(1)  Speed  with  which  delivery  can  be  made  from  factory. --In  many 
cases,  the  speed  with  which  delivery  can  be  made  to  buyers  precludes 
the  need  for  agent  inventories.  Frequently  the  favorable  location  of  the 
buyer  and  the  increasing  efficiency  of  the  transportation  system  permit 
delivery  to  be  made  over-night.  Inasmuch  as  the  cases  were  collected 
in  the  midwest,  this  factor  may  involve  geographic  distortion  due  to  the 
concentration  of  production  capacity  in  the  eastern  and  midwestern 
States.  Nevertheless,  one  principal  reason  why  agents  find  it  unneces- 
sary to  maintain  inventories  is  the  fact  that  little  can  be  gained  from 
intermediate  warehousing.  In  many  kinds  of  business,  over-night 
delivery  is  entirely  adequate  for  buyers  needs;  therefore,  the  agent  does 
not  need  to  carry  stocks. 

(2)  Custom  built  installations  .  -  -Heavy  equipment  and  machinery  built 
to  buyers'  specifications  eliminate  the  need  for  agent  stocks.  There 
may  be  some  need  for  repair  parts  inventories.  In  cases  where  the 
equipment  is  not  custom  made,  it  is  nevertheless  generally  produced 
on  order  by  the  manufacturer.  For  example,  standard  pieces  of  ash 
handling  equipment  are  not  manufactured  for  storage,  but  rather  are 
built  on  the  basis  of  orders  received.  In  the  area  of  major  installations 
and  equipment,  there  is  thus  little  need  for  agent  inventories  except 
repair  parts . 

(3)  Goods  used  in  the  production  of  other  goods  and  services  .--Goods 
used  in  the  production  of  other  goods  and  services  do  not  normally 
require  inventory  depots  to  be  maintained  by  the  agent.  The  exactness 
of  the  delivery  date  is  more  important  to  the  industrial  buyer  of 
fabricating  parts  and  materials  than  the  speed  of  delivery.  Modern 
industry  plans  to  produce  according  to  a  perdetermined  production 
schedule.  The  maintenance  cf  this  schedule  requires  a  given  flow 
of  materials,  and  this  flow  must  be  consistently  maintained.  Generally, 
however,  inventories  are  not  allowed  to  be  depleted  to  the  point  where 
the  number  of  hours  of  delivery  time  is  an  important  consideration. 
In  normal  times,  many  manufacturers  carry  a  30 -day  inventory  of  raw 
materials,  and  the  buyer  is  principally  concerned  with  the  exactness 
of  the  delivery  date  to  support  this  inventory  level.  Industrial  users  are 
generally  able  to  predetermine  needs  to  support  the  specified  production 
schedule;  hence  it  is  not  necessary  for  the  agent  to  maintain  locally 
warehoused  inventories.  The  essential  factor  is  for  the  agent  to  be 
able  to  guarantee  delivery  by  a  given  date.  If  this  condition  can  be  met, 
the    buyers'    needs    can    be    satisfied    without  warehoused  inventory. 

(4)  The  nature  of  the  product  is  not  conducive  to  the  warehousing.- - 
Certain  goods  do  not  readily  lend  themselves  to  warehousing  because 
they  are  either  fragile,  bulky,  or  subject  to  rapid  physical  or  style 
deterioration.  In  addition,  frequent  handling  may  result  in  excessive 
damage.  When  any  one  or  all  of  these  conditions  is  present,  the 
manufacturers'  agent  typically  does  not  warehouse  inventories  for 
resale.  For  example,  it  is  desirable  to  keep  the  handling  of  furniture 
at    the    lowest    possible    minimum    because    each   additional   handling 
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almost  always  results  in  some  damage  to  the  merchandise.  Interme- 
diate warehousing  of  furniture  is  also  uneconomical  due  to  cost  of 
handling  and  proportionally  high  short  haul  freight  rates  (relative  to 
through  rates).  In  addition,  furniture  has  become  characterized  more 
and  more  by  the  style  element  where  speed  is  important  in  distribution. 
As  a  result  of  these  factors,  furniture  is  typically  produced  on  order 
and  not  for  stock,  and  these  combined  characteristics  preclude  the 
need  or  desirability  of  inventory  in  the  hands  of  agents.  Where  goods 
possess  similar  characteristics,  manufacturers'  agents  typically  do  not 
handle  inventories  in  such  lines  of  trade. 

(5)  Inventories  maintained  by  wholesalers  .--Frequently  manufac- 
turers' agents  sell  to  merchant  wholesalers.  When  such  distributors 
are  the  principal  class  of  customer  sold,  end  users  and  dealers  have 
ready  access  to  regionally  warehoused  stocks  maintained  by  merchant 
wholesalers.  Agents  in  industrial  goods  may  sell  both  to  users  and  to 
distributors.  One  major  function  of  the  distributor,  in  this  case,  is 
to  provide  fill-in  orders  as  well  as  to  sell  the  smaller  accounts  so 
that  the  user  need  for  locally  warehoused  inventories  is  satisfied.  The 
wholesale  distributor  usually  buys  in  sufficient  quantities  and  maintains 
large  enough  inventories  so  as  to  eliminate  the  need  for  intermediate 
warehousing.  Storage  is  one  of  the  wholesale  functions  normally  per- 
formed by  such  merchants  who  thus  eliminate  the  need  for  stocks  to  be 
maintained  by  the  manufacturers'  agent.  , 

(6)  Regionally  warehoused  stocks  maintained  by  principal.- -In  some 
cases,  the  manufacturer  accepts  the  responsibility  of  performing  local 
warehousing:  This  arrangement  gives  the  principal  more  market 
control  because  an  agent  who  performs  the  warehouse  function  may 
find  it  expedient  to  discontinue  the  relationship  with  his  principal. 
Should  such  a  situation  arise,  the  client  manufacturer  would  temporarily 
be  without  regional  warehousing  facilities.  To  preclude  such  a 
possibility,  the  client  may  feel  that  his  best  interest  is  served  by 
accepting  responsibility  for  this  function.  The  agentisthus  relieved  of 
any  need  to  maintain  inventories  himself,  and  such  a  relationship 
appears  desirable  to  many  agents.  The  representative  has  all  the 
benefits  to  be  derived  from  spot  stocks,  with  none  of  the  responsibilities 
inherent  in  maintaining  them.  Opportunities  for  extra  sales  volume  may 
be  present  as  a  result  of  the  agents'  ability  to  offer  buyers  the 
convenience  of  local  stock.  Regardless  of  the  advantages  to  be  derived 
from  spot  stocks,  the  pertinent  conclusion  is  that  manufacturers  who 
maintain  regional  inventories  eliminate  the  need  for  the  agent  to  render 
such  services.       v 

( 7 )  Incidence  of  repair  parts  accessability  borne  by  others  .  -  -  Many 
types  of  goods  require  that  repair  parts  be  immediately  accessible  to 
users.  In  some  instances,  continuous  operation  of  the  production  line 
may  be  at  stake.  Users  of  such  equipment  must  be  protected  from 
costly  shut  downs  by  having  quick  access  to  repair  parts.  For  other 
types  of  goods,  the  need  may  not  be  as  extreme,  yet  repair  service 
must  be  available  to  buyers.  The  cases  provided  several  illustrations 
of  how  the  burden  of  repair  parts  inventories  is  shifted  from  the  agent. 

For  major  installations  the  need  for  immediate  access  to  repair 
parts  is  particularly  important.  One  practical  policy  is  to  shift  the 
burden  for  repair  parts  to  the  user  by  including  a  "minimum  require- 
ments" of  repair  parts  in  the  purchase  price  of  the  equipment.  The  user 
is  subsequently  expected  to  maintain  an  inventory  sufficient  to  meet  the 
minimum  safety  requirements.  If  this  policy  is  carried  out,  the  main- 
tenance of  repair  parts  stocks  shifts  to  the  user. 


BACKGROUND,  OPERATING  POLICIES,  ETC.  89 

In  such  lines  as  electric  housewares,  repair  service  should  be 
readily  available  to  buyers.  If  the  manufacturer  has  Nation-wide 
distribution,  it  may  be  expedient  to  have  repair  service  stations 
strategically  placed  throughout  the  country.  Since  the  ultimate  risk  of 
inadequate  repair  service  must  be  borne  by  the  manufacturer,  his  best 
interest  may  be  to  control  such  service  stations.  In  this  and  other 
similar  lines  of  trade,  product  acceptance  rests  on  continuous  satis- 
factory operation;  therefore  adequate  repair  facilities  must  be  main- 
tained. As  a  result,  the  manufacturer  may  feel  obligated  to  maintain 
regional  or  local  authorized  repair  service  stations  and,  in  this  event, 
it  is  not  necessary  for  the  agent  to  maintain  repair  parts. 

(8)  Limited  opportunities  for  increased  earnings  from  stocks  .--The 
case  materials  suggest  that  the  manufacturers'  agent  is  currently  less 
inclined  to  carry  stocks  than  was  true  in  previous  years  because 
additional  earnings  are  not  often  realized  from  warehousing.  The 
profitability  of  agent  stocks  may  be  approached  from  two  points  of 
view,    stocks    owned  by   the   agent   and   stocks    consigned  to  the  agent. 

Manufacturers'  agents  who  owned  stocks  during  periods  of  a  normal 
market  may  experience  limited  opportunities  for  increasing  profits 
therefrom,  principally  as  a  result  of  the  difficulty  in  realizing  higher 
prices  from  such  goods. 

Prices  are  regularly  established  by  the  manufacturer,  with  the  agent 
having  little  or  no  control  over  prices  to  be  quoted  buyers.  On  the 
transactions  negotiated  for  the  principal,  the  agent  is  obligated  to  quote 
prices  established  by  the  manufacturer .  Theoretically  the  agent  may  be 
free  to  charge  whatever  price  he  chooses  on  goods  whose  ownership 
he  has  acquired.  If  the  agent  were  to  proceed  in  such  a  manner,  he 
might  find  himself  in  the  awkward  position  of  quoting  two  different 
prices  on  identical  items,  depending  upon  whether  the  transaction  was 
negotiated  for  the  principal  or  for  the  agents  own  account.  In  reality, 
such  a  course  of  action  is  impractical;  so  the  agent  is  in  a  position  of 
experiencing  great  difficulty  in  realizing  a  higher  price  from  sales 
made  from  his  own  inventories.  In  purchasing,  the  agent  may  have 
difficulty  in  acquiring  goods  at  a  cost  which  is  below  the  list  price  less 
his  commission  even  though  the  agent's  operating  costs  are  materially 
increased  by  performing  the  warehouse  function.  The  net  result  of 
these  two  factors  }s  a  lower  margin  of  profit  on  merchandise  sold  from 
owned  inventories  as  compared  to  sales  made  on  an  agency  basis.  Under 
these  conditions,  the  manufacturers'  agent  maintains  stocks  on  hand 
merely  as  a  service  to  customers,  and  not  because  of  any  increased 
profits  to  be  derived  from  such  sales.  The  lack  of  a  pecuniary  motive 
may  be  a  significant  factor  in  explaining  the  agents'  preference  for 
minimum  inventories. 

Principals  sometimes  consign  stocks  to  the  agent.  Stocks  may  be 
consigned  to  warehouses  owned  by  the  agent  or  to  public  warehouses 
in  the  name  of  the  principal  or  agent.  If  the  public  warehouse  is  used, 
the  disposition  of  the  stock  is  controlled  by  the  agent.  No  additional 
fees  or  commissions  are  commonly  realized  by  the  agent  for  rendering 
such  service.  The  handling  of  consigned  stocks  has  both  a  favorable  and 
an  unfavorable  effect  on  the  agents'  net  profit  position.  On  the 
unfavorable  side,  manufacturers'  agents  face  increased  operating  costs 
due  to  such  stocks.  Additional  personnel  must  be  employed  by  the  agent 
to  handle  and  dispose  of  the  consigned  stock.  The  agent  may  find  that 
keeping  records  of  stock  will  increase  clerical  pay  roll  and  that 
telephone  orders  will  require  extra  personnel.  Without  consigned 
stocks,,  the  office  operation  of  the  agent  is  simpler  and  less  costly.  The 
favorable  effect  of  the  consigned  stock,  on  the  other  hand,  may  be  an 
opportunity   to   increase  sales  volume  by  having  local  inventory  easily 
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available  to  buyers.  The  agent  may  be  able  to  make  sales  which  would 
otherwise  have  been  lost.  The  net  effect  of  consigned  stocks  on  the 
agents'  profit  position  involves  balancing  the  gains  to  be  derived  from 
potentially  larger  sales  against  the  increased  operating  expenses 
which  may  result  from  warehousing.  The  belief  was  expressed  by 
many  agents  that  the  increased  operating  cost  would  not  be  offset  by 
additional  revenue  from  otherwise  unobtainable  sales. 

No  one  factor  can  explain  the  agents' ability  to  conduct  his  operation 
with  smaller  inventories.  Rather,  a  number  of  influences  are  involved, 
each  one  with  varying  importance  in  each  particular  instance.  The  condi- 
tions under  which  manufacturers'  agents  may  be  able  to  operate 
without  inventories  have  been  illustrated.  Similarly,  a  few  examples 
indicate  the  circumstances  enabling  agents  to  operate  with  lower 
levels  of  inventories  than  previously  true.  Taken  together,  these 
factors  are  believed  to  explain  the  nature  of  the  problem. 

Factors  promoting  the  maintenance  of  warehoused  stocks 

Under  certain  circumstances,  warehoused  stocks  are  an  integral  part 
of  agent  operation  and  may  be  a  significant  factor  in  the  success  of  an 
agency.  The  manufacturers'  agent  tends  to  carry  stocks  when  buyers 
require  this  service,  when  market  conditions  make  stock  carrying 
profitable,  when  the  agent  is  located  remotely  from  his  principal's 
factory,  and  when  the  agent  is  covering  a  market  with  relatively  limited 
and  slow  transportation  facilities.  The  case  materials  yield  a  general 
impression  that  the  majority  of  the  agents  carrying  stocks  do  so 
primarily  as  a  service  to  buyers.  Large  buyers  often  desire  local 
stocks  for  quick  fill-in  and  emergency  delivery.  Small  buyers  some- 
times purchase  such  limited  quantities  that  they  desire  to  operate 
without  maintaining  inventories  themselves.  Buyers  may  need  immedi- 
ate availability  of  repair  parts  and  facilities.  Where  a  manufacturer 
avoids  primary  responsibility  for  repair  parts  and  service,  the  agent 
may  perform  this  function  for  his  own  protection  and  welfare  even 
though  no  additional  fee  may  be  received.  The  agent's  profits  depend 
primarily  upon  his  ability  to  meet  buyers  needs  adequately.  Sales  of 
repair  parts  may  account  for  less  than  1  percent  of  total  volume  and, 
on  such  sales,  the  profit  may  be  negligible;  yet,  the  agent  might  be 
unable  to  obtain  the  major  and  profitable  portion  of  his  business  if 
repair  parts  and  facilities  were  not  provided. 

Strong  markets  are  conducive  to  stock  carrying  by  agents  .  In  periods 
of  material  shortage,  the  agent  may  try  to  maintain  a  large  inventory 
as  a  service  to  his  customers.  In  construction,  for  example,  the 
contractor  may  face  an  expensive  delay  because  he  cannot  obtain 
relatively  quick  delivery  on  critical  materials.  Under  such  conditions, 
the  agent  may  carry  stocks  when  he  normally  has  no  inventory,  or  he 
may  increase  the  level  of  his  inventory  so  as  to  assist  his  customers. 
The  goodwill  created  by  the  agent  in  supplying  customers  during 
periods  of  short  supply  may  be  of  permanent  value.  Like  other 
business,  the  manufacturers'  agent  must  alter  his  operation  to  fit 
current  conditions  of  the  market  and  the  general  economy.  During 
periods  of  shortage,  the  manufacturers' agent  is  more  inclined  to  carry 
inventories  than  is  true  when  materials  are  freely  available  and  little 
delay  intervenes  between  the  placing  of  an  order  and  the  receiving  of 
a  shipment. 

Strong  market  conditions  also  encourage  the  handling  of  stocks  for 
reasons  of  profitability.  Many  manufacturers'  agents  are  essentially 
opportunistic.  These  opportunists  alter  their  policies,  functions  per- 
formed, and  principals  represented  as  conditions  change  in  an  effort 
to    maximize    profits.    When   conditions    warrant,   the   manufacturers' 
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agent  may  even  increase  the  share  of  his  business  done  on  a  merchant 
basis.  Strong  markets  limit  or  reduce  the  risk  inherent  in  ownership 
of  goods.  Consequently,  the  manufacturers'  agent  may  increase  his 
merchant  business  from  owned  stocks  because  of  the  opportunity  to 
take  advantage  of  short  term  inventory  appreciation.  Nevertheless, 
stocks  are  carried  by  most  agents,  it  is  believed,  on  a  more  funda- 
mental  basis    than   the    chance    for    short  term  inventory  appreciation. 

Manufacturers'  agents  may  utilize  warehouse  facilities  to  handle 
pool-car  shipments.  The  agent  may  arrange  pool-car  shipments  from 
the  orders  of  several  buyers  to  provide  a  lower  transportation  rate. 
Pool  cars  also  provide  economy  for  the  client  because  shipping  and 
administrative  costs  are  usually  reduced  in  handling  a  carload  as 
compared  to  less-than-car-load  units.  Handling  pool-car  shipments 
may  or  may  not  involve  acquiring  title  to  the  goods  by  the  agent,  but, 
when  this  occurs,  it  flows  from  the  warehouse  function. 

Manufacturers'  agents  sometimes  maintain  rather  large  inventories 
which  constitute  display  stocks  and  are  used  primarily  for  sales 
promotion  purposes  .  Although  most  of  the  agents'  business  is  transacted 
in  the  buyer's  office,  nevertheless,  inlines  such  as  sporting  goods,  the 
agent  may  find  that  a  display  stock  of  each  item  in  the  line  is  very 
beneficial.  Such  a  display  stock  is  frequently  utilized  in  soliciting  new 
accounts  and  introducing  new  items.  Deliveries  are  sometimes  made 
from  the  display  stocks  so  that,  while  the  goods  are  principally  for 
display  purposes,  they  do  constitute  a  minor  stock  of  goods  on  hand 
for  resale  purposes.  It  is  difficult  or  impossible  to  determine,  on  the 
basis  of  the  Census  schedules,  whether  the  stock  is  for  display  only 
or  for  resale  or  for  both  purposes.  Theoretically,  the  agent  reports  to 
the  Census  only  goods  for  resale  as  owned  inventory,  but  this  apparently 
involves  too  fine  a  line  of  distinction  when  interpreted  in  the  field  by 
agents  and  Census  enumerators. 


CHAPTER  V 
SALES,  ADVERTISING,  AND  SERVICE 

Sales  Organization  Policy  and  Procedure 

Inasmuch  as  the  principal  function  of  the  manufacturers'  agent  is 
selling,  a  discussion  of  selling  as  practiced  by  manufacturers'  agents 
is  particularly  significant.  After  examining  the  internal  sales  organi- 
zation and  procedures  of  manufacturers'  representatives,  those 
practices  and  policies  carried  on  by  the  principals  in  conjunction  with 
the    sales    efforts    of    their    representatives   are   hereinafter   treated. 

The  Census  data  showed  that  more  than  one-half  of  the  establishments 
operated  by  manufacturers'  agents  employed  no  more  than  one  paid 
employee;  so  the  sales  organization  of  many  manufacturers'  agent 
establishments  is  not  complex.  Rather  there  tends  to  be  a  relatively 
small  organization  involving  informal  relationships  between  owners 
or  proprietors  and  employees.  In  many  cases  the  owner-proprietor 
is  the  only  salesman.  Even  in  cases  where  there  is  more  than  one 
salesman,  the  organization  is  usually  still  quite  simple. 

Specialization  by  salesmen 

Usually,  all  sales  personnel  handle  the  entire  line  of  products 
carried  by  the  agency.  Each  individual  salesman,  however,  may  be 
allocated  a  portion  of  the  territory  for  which  he  is  responsible  and  in 
which  he  is  the  sole  representative.  The  salesman  may  maintain 
residence  in  his  particular  territory  and  becomes  almost  an  individual 
entity.  In  other  cases  operations  are  organized  to  allow  for  specializa- 
tion by  class  of  customer  or  market.  In  consumer  goods  lines,  for 
example,  the  agent's  policy  may  be  to  call  on  both  wholesale  and  retail 
establishments;  and,  in  such  a  case,  individual  salesmen  may  call  on 
the  wholesale  trade  while  others  cultivate  only  retail  dealers.  In  the 
building  trades,  the  agent  may  prefer  to  have  one  group  of  salesmen  to 
handle  the  dealer  program  while  others  sell  solely  at  the  contractor 
level.  In  a  few  circumstances,  some  effort  is  made  to  provide  for 
specialization  by  products  among  sales  personnel.  In  the  industrial 
field,  product  specialization  may  be  appropriate  when  different  buyers 
in  the  same  company  are  contacted.  Manufacturers'  agents,  however, 
most  frequently  distribute  a  rather  narrow  line  of  related  but  not 
competing  merchandise  which  is  sold  in  the  same  market;  specializa- 
tion by  territory  or  class  of  customer  is  the  usual  rule. 

In  the  larger  agent  establishments,  personnel  in  addition  to  salesmen 
is  employed.  If  a  sizeable  volume  of  business  is  done  on  a  merchant 
basis,  warehousing  personnel,  as  well  as  a  secretarial  staff,  may  be 
necessary.  In  the  industrial  trades,  engineering  or  estimating  personnel 
is  often  found.  In  the  building  trades,  for  example,  a  good  deal  of  engi- 
neering may  be  required  to  adapt  the  product  to  the  market,  and  the 
large  agent  may  have  specialized  personnel  to  handle  blueprints  and 
detailed  drawings.  Where  the  products  are  custom  made  or  engineered 
to  the  job,  estimating  costs  must  precede  submitting  a  competitive  bid. 

Sales  training 

The  training  given  to  sales  employees  is  relatively  informal  in 
nature.  In  some  cases,  the  product  line  is  merely  demonstrated  to  the 
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new  salesman;  then  prices,  terms  of  sale,  class  of  customers,  and 
commissions  are  explained.  Within  a  few  days  after  having  been 
employed,  the  new  salesman  begins  to  call  on  the  trade  without  further 
assistance.  In  other  cases,  the  training  period  may  be  somewhat  longer 
and  more  formal.  The  prospective  subagent  or  salesman  may  spend 
enough  time  to  learn  thoroughly  the  nature  of  the  product  line  and  the 
problems  involved  in  selling  each  item,  and  this  period  is  followed  by  a 
sales  apprenticeship  during  which  the  new  man  travels  with  one  of  the 
regular  salesmen.  After  joint  customer  calls  have  been  made  for  an 
adequate  time  to  enable  the  new  man  to  become  thoroughly  familiar 
with  selling  procedures,  the  salesman  is  gradually  allowed  to  call  on 
accounts  alone  and,  ultimately,  given  a  particular  trade  area  for  which 
he  is  solely  responsible.  Where  there  is  a  substantial  amount  of  engi- 
neering service  and  technical  product  information  involved,  the  sales 
training  may  be  over  a  "long"  period  of  time  and  quite  elaborate.  The 
case  of  a  buildings  trade  agent  is  illustrative. 

"Sales  personnel  are  selected  on  the  basis  of  the  engineering 
qualifications  or  science  background  they  possess.  Once  the 
individual  has  been  selected,  he  spends  a  given  period  of  time 
doing  drafting  work  and  making  detailed  drawings  of  the 
installations  to  be  made.  This  period  is  necessary  to  acquaint 
the  new  employee  with  the  engineering  phases  of  our  job.  We 
consider  the  engineering  counsel  we  provide  our  customers 
to  be  extremely  important  and  it  is  necessary  that  the 
prospective  salesman  be  competent  in  this  area  before  he  is 
permitted  to  call  on  the  accounts  with  another  salesman.  Our 
sales  personnel  must  also  be  capable  of  properly  estimating 
the  prices  that  we  can  quote  in  submitting  competitive  bids  on 
the  various  building  jobs.  Proper  bids  are  thus  an  important 
factor  in  our  ability  to  compete,  and  the  salesman  must  have 
had  prior  training  in  this  area.  Having  acquired  experience  in 
the  engineering  and  estimating  phases  of  our  job,  the  new- 
employee  is  then  permitted  to  call  on  accounts  with  another 
salesman  to  learn  the  nature  of  the  selling  job  to  be  accom- 
plished. This  training  is  informal  in  nature  and  does  not 
require  any  specific  period  of  time.  However,  it  normally  takes 
the  new  individual  six  months,  or  longer,  before  he  has  reached 
the  stage  of  calling  on  accounts  individually  and  submitting 
competitive  bids  which  he  has  estimated  himself." 

Little  in  the  way  of  a  definite  conclusion  regarding  sales  training 
given  new  sales  personnel  can  be  made.  The  amount  of  training  varies 
by  the  type  of  product  sold,  the  breadth  of  thp  product  line,  and  the 
individual  establishment.  The  length  of  training  period  may  vary  from 
a  few  days  to  as  long  as  six  months.  The  definite  observation,  however, 
can  be  made  that  such  training  tends  to  be  very  informal  in  nature  and 
primarily  of  an  "on  the  job"  nature. 

On  acquiring  a  new  line,  the  agent  frequently  spends  several  days 
at  the  principal's  plant  prior  to  beginning  his  representation  of  the 
client  manufacturer.  This  period  of  time  is  desirable  to  acquaint  the 
agent  thoroughly  with  the  nature  of  the  line.  The  principal  also  is 
interested  in  supplying  a  detailed  description  of  his  sales  policies  and 
procedures  so  as  to  preclude  any  confusion  or  question  in  the  repre- 
sentative's mind  as  to  the  aims,  objectives,  and  methods  of  the 
manufacturer. 

The  manufacturer  may  also  assume  some  responsibility  for  training 
the  agent's  own  salesmen.  In  one  instance,  a  manufacturer  supplies 
sales    personnel    to    all    agents     so    desiring     this    type  of  assistance. 
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These  individuals  had  undergone  a  formal  training  -program  at  the 
manufacturers'  plant  prior  to  being  placed  in  the  territory  under  the 
employment  of  the  agent.  This  unusual  procedure  was  followed  to 
insure  quality  sales  representation  from  agent  personnel.  More 
commonly,  the  manufacturer  may  pay  the  expenses  of  the  new  salesman 
to  visit  the  plant  for  a  short  period  of  time  to  become  acquainted  with 
the  principal  and  his  product,  much  as  the  agent  did  prior  to  acquiring 
the  line.  The  most  usual  practice,  perhaps,  is  for  the  manufacturer  to 
assume  only  the  responsibility  of  providing  the  agent  with  the  necessary 
product  and  sales  information  without  having  any  direct  dealings  with 
the  agent's  salesmen. 

Sales  policies  and  procedures  related  to  customers 

(1)  Selective  distribution  policies  .--Manufacturers'  agents  who  sell 
to  wholesalers  cannot  avoid  a  decision  about  selective  distribution. 
Alternatives  available  are  the  use  of  exclusive  territories,  selective 
distribution,  or  a  full  coverage  policy.  The  choice  involves  an  analysis 
of  many  factors,  such  as  the  type  of  product,  its  technical  nature,  unit 
value,  size  of  inventory  desired  to  be  carried  among  distributors, 
investment  in  inventories  necessary,  need  for  aggressive  selling, 
degree  of  sales  development,  number  of  buyers,  quantities  usually 
purchased,  frequency  of  sale,  amount  of  competition,  policies  of  the 
principal,  and  preferences  of  the  individual  agent.  Whether  a  manu- 
facturer's agent  utilizes  full  coverage  or  selective  distribution  revolves 
around  the  same  factors  which  would  influence  a  similar  decision  on 
the  part  of  a  manufacturer .  The  characteristics  of  the  product,  market, 
and  preference  and  judgment  of  the  individual  firm  are  basic  deter- 
minants of  the  choice  of  policy,  regardless  of  whether  the  decision  is 
made  by  manufacturer  or  agent.  The  interviews  disclosed  that  the 
three  policies  of  exclusive  territory,  selective  distribution,  and  full 
coverage  were  all  used  by  agents. 

Although  all  of  the  influences  affecting  market  coverage  policy  must 
be  applied  to  each  decision,  certain  general  policy  guides  can  be 
outlined  from  the  cases: 

(a)  The  agent's  market  coverage  policies  should  be  compatable 
with  those  of  his  principals.  Agent  and  principal  should  agree  upon 
the  nature  of  the  coverage  policy  to  be  used. 

(b)  The  market  coverage  policy  used  by  the  agent  should  be  uniform 
for  his  entire  product  line  and  various  clients. 

(c)  The  agent  might  do  well  to  avoid  direct  competition  with  his 
wholesale  and/or  retail  customers.  From  many  points  of  view  the 
market  should  be  stratified.  When  the  agent  sells  wholesalers  and 
retailers,  for  example,  wholesalers  might  be  given  exclusive  right 
to  sell  all  retailers  except  those  (possibly  chains  and  department 
stores)    specifically    reserved  by   the  agent  for  his  own  solicitation. 

(d)  If  both  wholesale  and  retail  dealers  are  sold,  advantages  are 
to  be  gained  by  both  wholesaler  and  agent  quoting  similar  prices  to 
retailers.  Care  should  also  be  taken  to  avoid  nonprice  competition 
with  wholesalers  when  retailers  are  contacted  by  both  agent  and 
wholesaler . 

(e)  Where  practical,  sales  to  only  one  class  of  customer  are 
usually  desirable.  Specialization  promotes  a  higher  degree  of 
competency  in  dealing  with  buyers  and  avoids  the  possibility  of 
undesirable  competition  between  various  distributors. 

Dealer  promotion  programs 

Dealer  promotion  programs  are  normally  an  integral  part  of  agent 
activities  when  goods  eventually  pass  through  wholesalers  or  retailers  . 
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These  promotion  programs  are  designed  to  make  the  distributor  or 
wholesaler  a  more  aggressive  and  effective  merchandiser  of  the  agent's 
line.  The  following  are  some  of  the  activities  carried  on  by  agents  in 
their  dealer  promotion  programs: 

(a)  Jobber  and  dealer  sales  meetings  .- -It  is  axiomatic  to  the  trade 
that  manufacturers'  agents  sell  through  dealers  rather  than  to  dealers. 
The  agent's  task  is  not  complete  once  he  has  sold  his  line  to  the 
distributor  or  dealer.  The  agent's  welfare  and  profits  depend  upon  his 
dealers'  and  distributors'  ability  to  resell  merchandise;  therefore,  it 
is  to  the  agent's  advantage  to  make  every  effort  to  enhance  the  market 
efficiency  of  his  dealer  organization.  One  important  aspect  of  this  job 
often  is  to  instruct  dealer  or  jobber  salesmen  in  the  detailed  attributes 
of  the  product  and  the  effective  means  to  sell  the  product.  Merely  to 
provide  jobber  salesmen  with  catalogs  may  not  be  adequate  because 
the  jobber  sales  force  must  be  capable  of  conducting  a  better  sales 
demonstration  than  catalog  descriptions  make  possible.  To  accomplish 
the  desired  result,  one  agent  was  found  to  conduct  annual  sales 
meetings  with  jobber's  outside  salesmen.  At  these  sessions,  the  agent 
explains  the  product  line  in  detail  and  demonstrates  proper  techniques 
to  be  used  in  selling  merchandise  to  retail  dealers .  When  a  large 
volume  of  trade  is  conducted  over  the  counter,  counter  salesmen  also 
should  have  adequate  product  knowledge  and  training.  In  the  automotive 
equipment  line,  over-the-counter  selling  is  important;  so  the  agent  may 
spend  some  time  on  each  call  with  counter  salesmen.  In  arranging 
dealer  or  jobber  group  meetings  expediency  may  require  city-wide 
or  regional  meetings,  although  the  purpose  of  the  sessions  is  always 
the  same,  i.e.,  to  train  distributors  and  their  sales  people  to  move  the 
product  more  effectively  into  consumption. 

(b)  Dealer  advice. --The  manufacturers'  agent  frequently  gives  his 
dealers  advice  on  merchandise.  Potential  sales  volume  in  a  market, 
desirable  inventories,  better  coordination  with  manufacturer  adver- 
tising, suggested  prices  and  price  policies  are  typical  areas  in  which 
the     wholesale     or     retail    dealer    may    work    closely    with  the  agent. 

(c)  Missionary  sales  assistance  .--The  manufacturers*  agent  may 
provide  his  own  missionary  salesmen  to  call  on  dealers  who  buy  from 
his  jobber  or  wholesaler  customers  .  In  such  cases,  these  salesmen  are 
selected  and  directed  by  the  agent.  Missionary  salesmen  may  be 
entirely  or  partially  remunerated  by  the  agent.  In  some  cases  their 
cost  is  shared  equally  by  the  agent  and  his  client  manufacturer,  while 
occasionally  the  principal  bears  the  entire  cost  of  maintaining  such 
salesmen.  The  food  trade  provides  a  pertinent  illustration.  An  official 
of  the  National  Food  Brokers  Association  advises  that  the  principal 
normally  provides  either  a  special  allocation  of  money  to  the  agent  for 
missionary  salesmen  or  provides  overage  in  the  commission.  If  the 
agent  sells  principally  or  solely  at  the  wholesale  level,  the  normal 
commission  received  by  the  agent  is  3  percent  of  net  billings.  If  calls 
are  made  at  the  retail  level  the  agent  receives  an  additional  2  percent, 
or  a  total  of  5  percent  on  net  billings.  If  the  principal  or  principals 
are  expected  to  bear  the  full  cost  of  such  missionary  sales  effort,  a 
specific  allocation  of  money  is  made.  If  more  than  one  manufacturers' 
line  is  promoted,  the  charge  is  usually  made  on  a  pro  rata  basis.  The 
missionary    salesmen    are    normally    compensated   on   a    salary   basis. 

Based   on   statement   of  policy  by  Ralph  D.  Davies,  Past  President 
of  the  National  Food  Brokers  Association. 
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Normally  the  missionary  salesman  promotes  only  one  particular  line, 
or  part  of  a  line,  at  one  time.  The  salesman  may  promote  the  same 
line  indefinitely  but  move  from  territory  to  territory,  or  he  may  be 
kept  in  the  same  territory  but  promote  different  lines  at  various 
times.  When  a  sale  is  made,  the  missionary  salesman  normally  submits 
the  order  to  the  agent,  who,  in  turn,  submits  the  order  to  the  proper 
wholesaler  in  the  territory  for  shipment.  The  wholesaler  makes  his 
normal  margin  on  any  orders  booked  by  the  missionary  salesman.  As 
a  part  of  his  promotional  work,  the  missionary  salesman  regularly 
sets  up  displays,  plans  special  promotions,  and  stimulates  merchan- 
dising in  all  possible  ways. 

Evidence  indicates  that  the  use  of  missionary  salesmen  to  call  on 
retailers  is  commonly  caused  by  jobber  reluctance  to  promote 
aggressively  any  one  product  or  brand.  Jobbers  and  wholesalers 
normally  handle  competing  brands  and  may  hesitate  to  push  the  brand 
of  any  one  manufacturer.  On  this  account,  the  principal  function  of  the 
missionary  salesman  is  to  create  a  brand  preference  among  retailers 
for  the  brand  sold  by  the  agent  and  his  client  manufacturer.  More 
recently,  in  addition,  the  retail  missionary  salesman  has  been  used  by 
manufacturers'  agents  because  of  a  streamlining  of  wholesale  opera- 
tions. In  the  food  trade,  for  example,  the  streamlined  wholesaler 
eliminates  his  salesmen  and  substitutes  for  them  a  relatively  few 
supervisors.  When  this  procedure  is  followed,  the  retailer  mails  his 
orders  to  the  wholesaler  and  little  personal  sales  effort  is  applied  at 
the  retail  level  by  the  wholesaler.  Under  these  conditions,  the  agent 
may  provide  the  personal  sales  effort  necessary  to  promote  the  demand 
for  the  client's  product.  Agents  using  missionary  salesmen  reported 
that  such  sales  assistance  had  been  enthusiastically  received  by 
jobbers  and  wholesalers. 

(d)  Aid  in  keeping  wholesale  inventories  in  proper  balance.- -The 
agent  benefits  when  his  wholesalers  have  balanced  and  complete 
inventories.  Overstocking  the  wholesaler  is  undesirable,  and  should  be 
avoided  whenever  possible  so  as  to  preclude  unnecessary  invest  .«<■»£ 
in  goods  as  well  as  to  minimize  risks  of  price  fluctuation,  danar>e, 
deterioration,  and  obsolescence.  The  agent  may  contribute  to  balanced 
and  complete  wholesaler  stocks  by  assisting  with  inventory  control. 
If  regular  inventory  cards  are  not  maintained  by  the  wholesaler, 
agents  frequently  take  a  physical  inventory  of  the  stock  (agent's  own 
lines)  upon  each  call.  Sometimes  the  agent  is  able  to  obtain  a  fill-in 
order  to  round-out  a  balanced  stock  of  merchandise.  The  salesman 
assists  the  jobber  in  avoiding  overstocks  by  keeping  the  jobber  current 
on  product  changes  and  probable  price  changes.  In  addition,  agents 
sometimes  help  the  wholesaler  move  his  stock  by  calling  on  dealer 
accounts  with  the  jobber  and  attempting  to  move  overstocks.  Such  a 
service  to  customers  is  particularly  useful  in  periods  of  softening 
prices. 

(e)  Cooperative  advertising  and  other  promotional  assistance.-- The 
manufacturers'  agent  frequently  gives  his  wholesale  distributors 
regular  promotional  assistance  and  sometimes  provides  for  coopera- 
tive advertising  programs.  This  area,  however,  is  treated  later  in  the 
discussion  of  advertising  policies. 

Frequency  of  customer  calls 

The  frequency  of  customer  calls  by  manufacturers'  agents  varies 
just  as  it  does  for  salesmen  in  different  kinds  of  business.  The 
frequency    of    the     call    may     range   from   two   weeks  to  several  years 
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depending  upon  the  line  of  trade.  Other  influences  affecting  the  fre- 
quency of  customer  calls  include  size  of  the  territory,  number  of 
salesmen,  number  of  buyers,  importance  of  individual  buyers,  scope 
of  the  product  line,  amount  of  service  rendered  in  conjunction  with  the 
sale,  amount  of  competition,  seasonality  of  the  product,  quantities 
purchased,  customer  preference,  and  the  practice  of  the  individual 
agent.  No  uniform  frequency  of  customer  call  was  found  to  exist  among 
manufacturers'  agents.  However,  the  cases  reveal  that  customer  calls, 
in  general,  tend  to  be  more  frequent  by  manufacturers'  agents  than  is 
true  of  manufacturers'  salesmen  in  similar  lines  of  trade.  In  the  first 
place,  the  agent  has  multiple  lines.  Customer  needs  for  the  several 
products  and  lines  may  require  more  frequent  calls  than  is  true  of  the 
salesman  handling  only  one  line.  Second,  because  the  manufacturers' 
agent  has  multiple  lines,  a  sizeable  and  adequate  sales  volume  may  be 
secured  from  a  smaller  territory  than  would  be  possible  for  a  salesman 
having  only  one  line.  Third,  the  manufacturers'  agent  who  handles 
seasonal  items  typically  attempts  to  acquire  lines  that  are  contra- 
seasonal.  Although  each  individual  item  in  a  line  may  be  seasonal,  the 
agent's  calls  on  customers  can  be  made  relatively  uniform  throughout 
the  year  by  proper  product  diversification.  Fourth,  substantial  sales 
resistance  may  be  faced  among  individual  buyers  for  particular 
products  and  may  be  so  severe  as  to  preclude  a  manufacturer's  sales- 
man making  repeat  calls  on  the  customer.  The  agent,  in  contrast, 
continues  to  call  on  the  customer  so  long  as  he  obtains  adequate  busi- 
ness from  a  portion  of  the  line.  These  factors  demonstrate,  it  is 
alleged,  how  agents  may  enable  the  manufacturer  to  obtain  more 
frequent  customer  call:-  and  more  intensive  cultivation  of  accounts 
than  could  be  obtained  by  the  use  of  salesmen. 

Customer  entertaining 

Agency  selling  is  a  very  personalized  method  of  selling.  Frequently, 
the  manufacturers'  agent  relies  on  close  personal  relationships  with 
customers  to  build  sales,  rather  than  on  mass  marketing  techniques. 
After  an  agent  has  become  well  established  in  a  given  territory  and 
becomes  well-known  among  the  various  buyers,  such  techniques  as 
so-called  "canned"  sales  talks,  scientifically  tested  sales  sentences 
and  methods,  formalized  sales  demonstrations,  advertising,  and 
impersonal  promotions  apparently  are  not  widely  used.  The  agent's 
sales  efforts  may  be  almost  entirely  surrounded  by  close  personal 
relationships  with  customers.  Customer  entertaining,  from  the  cases 
included  in  this  study,  is  the  practice.  The  use  of  Christmas  and 
birthday  presents,  favors,  luncheons  or  dinners,  tickets  for  theater  and 
sporting  events,  and  other  customer  entertainment  is  common  among 
representatives.  Customer  entertainment  tends  to  permeate  the  selling 
profession  in  general,  but  is  apparently  of  major  importance  relative 
to  manufacturers'  agents. 

Sales  Policies  and  Procedures  Related  to  Client  Manufacturers 

The  following  is  a  discussion  of  the  sales  policies  and  procedures 
used  by  principals  in  dealing  with  their  representatives.  The  procedures 
employed  by  the  client  have  a  significant  bearing  on  the  nature  and 
scope  of  the  activities  carried  on  by  the  agent  and  tend  to  become  an 
integral  part  of  the  agent's  operation. 

Sales  assistance 

Many  manufacturers  provide  their  agents  with  a  substantial  amount 
of  sales  assistance  including  engineering  service,  installation,  repair, 
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and  maintenance  service.  For  example,  when  the  manufacturers' agent 
is  carrying  on  negotiations  involving  an  important  volume  of  business, 
he  may  ask  the  manufacturer  for  help  in  closing  the  account.  The  buyer 
may  require  detailed  engineering  applications  which  are  beyond  the 
ability  of  the  individual  agent.  To  provide  the  agent  with  more  sales 
assistance,  some  manufacturers  have  established  sales  offices.  A 
manufacturer  of  aluminum  window  frames  is  illustrative  and  has 
established  four  regional  sales  offices  to  afford  liaison  and  control  of 
the  agents.  These  regional  sales  offices  permit  the  manufacturer  to 
expedite  estimates  on  given  construction  jobs  and  to  make  extra  sales 
help  more  readily  available  to  agents  carrying  on  important  sales 
negotiations.  Regardless  of  the  method  used  by  the  manufacturers  in 
making  such  assistance  available,  the  agent  is  normally  free  to  call  for 
engineering  or  sales  support  at  any  time  the  need  arises.  In  many 
individual  transactions  this  help  is  important  both  to  the  principal  and 
his  representative  benefiting  from  such  service. 

Sales  quotas 

Manufacturers  frequently  use  sales  quotas  in  conjunction  with  their 
agent  operations.  The  sales  quota  has  long  been  a  popular  sales 
stimulus,  and  such  a  device  is  commonly  employed  among  salesmen. 
When  adapted  by  principals  to  agent  operations,  sales. quotas  are  of 
questionable  effectiveness.  At  the  outset,  the  sales  quota  normally 
does  not  provide  any  reward  for  the  agent  who  meets  or  exceeds  his 
quota  nor  any  penalty  if  the  quota  proves  unattainable.  Under  such 
condition  the  sales  quota  is  a  doubtful  incentive.  Some  principals 
require  a  given  volume  of  trade  from  the  agent  as  a  condition  for 
retaining  the  line,  yet  the  quota  normally  does  not  provide  for  any 
penalties  in  case  of  nonattainment .  In  addition  to  a  lack  of  incentive, 
the  sales  quota  may  be  a  relatively  ineffective  sales  stimulus  on 
philosophical  grounds.  The  agent,  by  definition,  is  an  independently 
owned  and  operated  establishment.  The  feeling,  predicated  on  these 
grounds,  may  be  prevalent  that  the  principal  oversteps  his  jurisdiction 
in  providing  sales  quotas  and  attempting  to  control  the  agent's  activity 
to  meet  such  quotas.  The  feeling  among  some  agents  interviewed  was 
vehement  on  this  subject,  and  many  instances  were  found  where  sales 
quotas  were  entirely  disregarded.  A  power-plant  equipment  agent 
stated  this  position  forcefully: 

"I  consider  it  my  job  and  my  objective  to  obtain  the  maximum 
sales  volume  in  my  territory  regardless  and  irrespective  of 
any  sales  quota  supplied  by  the  manufacturer.  My  sole 
objective  is  to  maximize  my  profits  and  to  obtain  this 
objective  I  must  obtain  the  maximum  potential  volume  in 
the  territory." 

House  accounts  retained  by  the  client  manufacturer 

Some  manufacturers  choose  to  retain  individual  customers  or 
classes  of  customers  as  house  accounts .  All  negotiations  and  activities 
with  such  customers  are  normally  handled  directly  by  the  manufacturer. 
In  some  cases,  however,  house-account  customers  may  be  served  by 
the  agent  in  whose  territory  the  customer  is  located.  An  agent  usually 
receives  less  than  his  normal  commission  for  handling  this  type  of 
customer.  Agents  expressed  mixed  feelings  with  respect  to  house 
account  practices  by  principals  .  Some  agents  feel  that  the  manufacturer 
should  not  retain  any  customers  for  direct  sale,  while  other  agents 
recognize  that  the  account  may  have  been  initially  acquired  and  served 


SALES,  ADVERTISING,  AND  SERVICE  99 

by  the  principal,  and  that  the  manufacturer  can  continue  selling  the 
customer  direct  without  violating  business  ethics.  The  important 
consideration  seems  to  be  the  procedure  used  by  the  principal  in 
implementing  such  a  policy.  It  is  highly  desirable  that  the  agent  and  his 
principal  have  a  complete  understanding  from  the  outset  of  the  rela- 
tionship as  to  any  house  accounts  in  the  agent's  territory.  Agents  and 
principals  should  explicitly  agree  as  to  which  customers  are  house 
accounts  and  how  commissions  on  sales  involving  such  customers  are 
to  be  handled.  For  example,  a  paper  converter  manufacturer  has  a 
policy  of  selling  to  large  chains  direct.  Misunderstandings  can  be 
reduced  if  such  a  broad  classification  of  customers  is  explicitly 
defined  and  understood  at  the  outset  of  the  relationship.  One  prevalent 
complaint  of  agents  whose  principals  retain  house  accounts  is  that  the 
client  manufacturer  has  "skimmed  the  cream"  of  the  territory,  while 
permitting  the  agent  to  cultivate  only  the  smaller  and  less  desirable 
customers.  This  feeling  suggests  that  moderation  should  be  used  by 
principals  in  house-account  policies.  As  has  been  previously  stated, 
an  agent  sales  force  can  be  most  effective  when  there  is  close  coopera- 
tion, mutual  confidence,  respect,  and  a  feeling  of  fair  dealing  between 
principal  and  agent.  Otherwise,  the  relationship  is  likely  to  prove 
unsatisfactory  or  at  least  fail  to  reach  optimum  effectiveness.  There- 
fore, as  a  practical  minimum,  a  definite  agreement  as  to  house 
accounts  should  exist  between  the  agent  and  his  principal. 

Sales  commissions 

By  definition,  the  manufacturers'  agent  receives  his  remuneration 
on  a  commission  basis.  Chapter  III  of  this  study  included  a  discussion 
of  the  commission  rates  received  by  manufacturers'  agents  in  the 
various  kinds  of  business  and  for  various  classifications  of  establish- 
ments.  This  discussion  covers  the  various  methods  of  computing  and 
paying  commissions.  Some  attention  is  also  given  to  the  compensation 
of  the  agent's  s<les  employees. 

The  principal  obligates  himself  to  pay  the  agent  certain  fixed 
commissions  on  the  net  amount  of  all  orders  and  contracts  accepted 
and  shipped  to  the  assigned  territory. 

Commissions  are  normally  computed  on  the  net  amount  of  the 
invoice  after  all  trade  discounts,  freight  and  transportation  allowances, 
sales  taxes,  c.o.d.  charges,  insurance,  and  the  like  have  been  deducted 
by  the  principal.  Allowable  deductions  made  by  the  Customer  when 
remitting,  such  as  cash  discounts,  adjustments  for  returned  goods,  and 
the  like,  are  also  deducted  before  the  agent's  commission  is  finally 
computed.  The  commission  is  thus  computed  on  the  net  amount  after 
all  allowances  and  deductions  have  been  subtracted. 

The  agent  usually  receives  a  commission  on  all  shipments  made  into 
his  territory  regardless  of  how  these  shipments  originated.  A  question 
may  arise  as  to  commission  rates  when  the  purchase  is  made  in  one 
agent's  territory  and  the  shipment  is  destined  to  another  agent's 
territory.  A  split -commission  agreement  is  usually  included  in  the 
contractual  arrangement  between  agent  and  principal  to  cover  such  an 
eventuality.  The  following  excerpt,  taken  from  a  contractual  arrange- 
ment between  an  agent  and  his  principal  included  in  the  cases  is 
illustrative: 

"The  commission  is  based  on  the  net  amount  of  the  sale  and 
is  divided  into  three  parts,  known  as  specification,  purchase, 
and  destination,  respectively.  Specification  compensation  is 
paid  to  compensate  for  effective  effort  directed  toward  the 
specification    of    the    company's    product    and   comprises    50 
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percent  of  the  total  commission  and  may  be  divided  equally 
between  two  districts.  Purchase  commission  is  credited  to 
the  district  from  which  the  purchase  order  originated  and 
comprises  25  percent  of  the  total  commission.  Destination 
commission,  comprising  25  percent  of  the  total  commission, 
is  credited  to  the  district  into  which  the  material  is  ordered 
to  be  shipped,  except  that  no  destination  commission  will  be 
paid  on  shipment  of  materials  for  foreign  export." 

Policies  vary  as  to  the  principal's  right  to  charge  back  to  the  agent's 
commission  account  a  pro  rata  amount  when  bad  debt  losses  are 
incurred.  In  some  instances  the  agent's  ultimate  commission  is 
dependent  on  buyer's  payments.  This  point  is  treated  more  fully  in  the 
discussion  of  credit  policies.  However,  the  National  Association  of 
Manufacturers'  Agents  does  not  endorse  such  a  policy  of  reducing 
commissions  because  of  bad  debt  losses.  A  model  agent's  contract 
designed  by  the  Association  includes  the  following  excerpt: 

"While  the  principal  may  look  for  the  cooperation  of  the  agent 
in  collecting  delinquent  accounts,... the  principal  shall  have 
no  right  to  debit  the  agent  for  the  loss  of  any  sum  involved  in 
any  invoice  from  the  principal  to  the  customer."2 

Methods  of  rendering  commission  payments  also  vary  among 
individual  principals  and  agents.  Commissions  are  usually  paid  on  the 
tenth,  fifteenth  or  twentieth  of  the  month  following  the  date  of:  receipt 
of  the  order,  invoicing  shipment  of  the  order,  or  payment  by  the 
customer.  The  National  Association  of  Manufacturers*  Agents  recom- 
mends that  the  commission  be  paid  on  the  fifteenth  of  the  month 
following  the  month  in  which  the  invoice  was  rendered,  and  that 
commissions  be  credited  whether  or  not  the  customer  has  remitted  to 
the  principal.  Some  manufacturers,  however,  are  unwilling  to  pay  an 
agent  prior  to  the  receipt  of  payment,  preferring  to  pay  commissions 
from  customer  payments.  This  policy  seems  particularly  applicable 
to  new  agents.  The  principal  may  be  somewhat  reluctant  to  accept  new 
agent  credit  recommendations,  preferring  to  withhold  commissions 
until  the  credit  has  been  established  by  the  buyer's  remittance.  Even 
though  the  commission  may  legally  be  payable,  irrespective  of 
customer  remittance,  the  agent  may  feel  it  advisable  to  permit 
adjustments  in  -commission  statements  for  bad  debt  losses  in  order 
to  promote  good  relations  with  principals. 

In  some  cases,  the  client  manufacturer  may  be  willing  to  pay  half 
of  the  commission  on  receipt  of  the  order  and  the  other  half  after  the 
shipment  is  made  or  invoiced.  Commonly,  principals  refrain  from 
paying  commissions  upon  receipt  of  the  order  because  of  the  possibility 
that  the  shipment  may  never  be  made  (cancellation,  shortage  of 
materials,  poor  credit,  etc.).  Payment  on  receipt  of  the  order  unduly 
complicates  the  rendering  of  commission  statements. 

Employee     sales  compensation  plans 

Sales  employees  or  subagents  of  manufacturers' agents  are  compen- 
sated in  a  variety  of  ways,  including  straight  salary,  salary  plus  an 
incentive  (bonus,  commission  or  profit-sharing  arrangement),  and 
straight  commission.  Each  compensation  plan  appears  to  have  a  proper 

Excerpted  from  "Standard  Form  of  Agreement  with  Manufacturers' 
Agents."  Revised  to  and  copyrighted  July  1,  1949,  by  Manufacturers' 
Agent  National  Association. 
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use  in  agent  trade,  depending  upon  the  salesman's  functions  and 
objectives  in  a  particular  situation.  The  commission  plan,  however, 
appears  to  be  the  basic  method  of  paying  regular  salesmen  and  sub- 
agents. 

Salesmen  employed  by  manufacturers'  agents,  and  particularly 
subagents,  are  frequently  paid  on  a  sliding- scale,  split-commission 
basis.  In  the  automotive  equipment  industry,  for  example,  it  was 
indicated  that  the  general  trade  practice  is  for  the  agent  to  split  his 
commission  with  the  new  salesman  on  the  basis  of  60  percent  of  the 
total  commission  being  paid  to  the  subagent  and  40  percent  being 
retained  by  the  agent  himself.  After  an  initial  period,  this  ratio  is 
adjusted  so  that  the  salesman  receives  65  percent  of  the  commission 
and  the  agent  receives  35  percent.  Ultimately  the  salesman  receives 
70  percent  of  the  gross  commission  with  30  percent  being  retained  by 
the  agent.  The  agent's  share  of  the  commission  is  reduced  as  the 
salesman  gains  experience  in  handling  the  territory  by  himself.  The 
agent  initially  finds  it  necessary  to  spend  a  considerable  period  of  time 
on  the  road  with  the  new  man,  and  consequently  needs  a  larger  share 
of  the  commission  to  cover  travelling  and  administrative  expenses  of 
maintaining  an  office.  As  the  salesman  becomes  better  trained  and 
established,  however,  the  agent  finds  it  possible  to  spend  less  time  on 
the  road  with  the  salesman.  Nevertheless,  a  minimum  percentage  is 
retained  by  the  agent  to  pay  the  cost  of  operating  the  business  and  to 
leave  some  over-riding  profit  from  the  subagents'  sales.  The  use  of  the 
sliding  split-commission  plan  frequently  results  in  excessive  salesman 
turnover.  Once  the  salesman  reaches  the  point  where  he  is  retaining 
70  percent  of  the  gross  commission,  he  often  feels  that  he  has  become 
well    enough    established    in    the .  trade    to    organize    his  own  agency. 

Advertising  Policies  and  Procedures 

Advertising,  as  the  term  is  used  here,  is  any  paid  form  of  non- 
personal  presentation  of  goods,  services,  or  ideas  to  an  individual  or 
group.  Advertising  used  in  this  sense  includes  many  types  of  media, 
such  as  publications  (newspapers,  magazines,  and  trade  journals), 
outdoor  and  transportation  advertising,  radio  and  television,  direct 
advertising  (such  as  catalogs,  booklets,  broadsides,  calendars,  and 
novelties),  and  merchandising  aids  (portfolios,  display  racks,  show 
space,  exhibit  signs),  and  dealer  helps. 

The  function  of  advertising  is  definitely  subordinate  to  personal 
selling  among  manufacturers'  agents.  All  other  activities  and  supple- 
mental functions  are  built  around  the  personal  selling  function,  and 
advertising  expenditures  of  manufacturers'  agents  appear  to  be 
definitely  limited.  Usually  the  principal  or  client  manufacturer 
assumes  the  major  responsibility  for  the  advertising  and  mass  demand 
creation.  The  case  materials  indicate  strongly  that  the  principals 
quite  commonly  engaged  in  extensive  advertising  and  that  the  adver- 
tising programs  of  the  agents  are  definitely  supplemental  to  those  of 
the  principals.  Nevertheless,  agents  engage  in  some  form  of  adver- 
tising. Although  expenditures  may  be  small,  advertising  is  nevertheless 
considered  to  be  important  by  most  agents.  In  choice  of  media,  wide 
use  is  made  of  advertising  novelties  and  direct  mail,  with  relatively 
small  expenditures  for  advertising  in  printed  publications,  such  as 
magazines  and  trade  papers.  The  following  discussion  is  primarily 
a  treatment  of  the  types  of  advertising  media  used  by  manufacturers' 
agents,  their  importance,  and  the  coordination  of  agent  programs  with 
the     advertising     policies     of    client    manufacturers     and    customers. 
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Types  of  media 

The  various  types  of  media  should  be  considered  by  the  agent  as 
complimentary  rather  than  competitive.  One  medium  cannot  be  said  to 
be  better  than  another,  except  in  relation  to  a  specific  situation.  Each 
has  its  own  value  depending  upon  the  product,  the  objective  to  be 
reached,  the  type  of  market,  the  class  of  customer  sold,  the  available 
time,  the  amount  and  type  of  advertising  used  by  principals,  and  the 
amount  of  advertising  desired  by  the  agent.  The  types  of  media  used 
by  manufacturers'  agents  include  the  following: 

(1)  Direct  mail. --Direct  mail  is  frequently  used  by  manufacturers' 
agents.  Such  advertising  is  often  informative  in  nature.  Direct  mail 
may  be  used  to  announce  new  lines,  changes  in  products  or  models, 
price  and  discount  changes,  and  shipment  delays  and  the  like.  On  the 
other  hand,  direct  mail  may  be  promotional  in  nature.  Some  agents 
make  use  of  direct  mail  at  preplanned  and  definite  intervals.  More 
frequently,  however,  direct  mail  is  used  only  intermittently  and  not 
according  to  a  preconceived  mailing  schedule. 

Manufacturers'  agents  report,  among  others,  the  following  advantages 
of  direct  mail  advertising: 

a.  It  is    easily   adaptable  to  particular  types  of  prospects  and  can 
be  restricted  to  those  desired. 

b.  No   agent  is    too    small  to   make  some  use  of  it.  It  is  adaptable 
to  any  size  of  appropriation. 

c.  It    can    be    timed    with    exactness   to   meet    special  conditions. 

d.  It     is     readily     adaptable     to     the     follow-up    of    prospects  or 
answering  inquiries  from  buyers. 

e.  It     provides      contacts     with     buyers     between    agent's     calls. 

(2)  Trade  publications  .--Manufacturers'  agents  report  limited  use 
of  trade  publications  as  an  advertising  medium.  When  trade  paper 
advertising  is  used,  it  is  likely  to  be  of  an  institutional  nature .  In 
most  cases,  perhaps,  the  trade  publication  reaches  a  limited  geographic 
area.  One  agent  included  in  the  cases,  for  example,  advertised  in  the 
Hoosier  Booster,  which  is  a  trade  publication  of  the  Automotive 
Booster  Club,  Inc.,  and  is  received  by  practically  all  automotive 
jobbers  in  the  State  of  Indiana.  Unless  the  trade  publication  goes  to  a 
relatively  limited  market,  the  manufacturers'  agent  would  have  little 
use  for  such  a  medium  due  to  waste  circulation.  Annual  directory 
issues  of  some  trade  publications  include  a  listing  of  agents,  their 
products,  and  territories  covered.  Trade  directories  are  also  a  useful 
medium  for  the  agent  because  most  buyers  in  the  given  trade  receive 
the   publication  and  the    space   rates    in  such  directories  are  nominal. 

(3)  Newspaper  advertising.- -Agents  interviewed  reported  only 
limited  use  of  newspapers.  The  newspaper  appears  to  be  used  where 
the  agent  is  serving  a  relatively  small  geographic  market  which  is 
principally  dominated  by  a  large  city.  In  such  a  case,  it  may  be 
economical  and  profitable  for  the  agent  to  advertise  in  newspapers . 
Should  the  territory  be  large,  with  many  small  and  medium-sized 
towns    predominating,   the    choice   of   such   a   medium  is  questionable. 

(4)  Telephone  directories  .--Classified  telephone  directories  are  a 
commonly  used  medium  of  manufacturers'  agents.  Expenditures  for 
short  advertising  copy  in  the  classified  pages  of  telephone  directories 
may  represent  the  major  advertising  expenditure  by  some  agents. 
Copy  usually  includes  a  brief  description  of  the  line  and  principals 
represented  and  stresses  patronage  motives.  Classified  sections  of 
city  telephone  directories  generally  include  a  listing  of  manufacturers' 
agents . 
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(5)  Catalogs  .--Catalogs  are  an  important  form  of  nonpersonal 
presentation  of  goods  and  services  to  buyers.  The  use  of  catalogs 
appeared  common  among  the  agents  interviewed.  The  nature  of  the 
catalog,  however,  may  show  considerable  variation  among  representa- 
tives .  In  many  cases,  the  catalog  is  simply  a  combination  of  individual 
catalogs  of  the  client  manufacturers  or  the  various  clients'  catalogs 
may  be  distributed  individually  to  customers.  Used  in  this  manner,  the 
catalog  is  a  presentation  of  the  complete  list  of  products  offered  for 
sale  by  the  representative.  The  catalog  normally  contains  all  informa- 
tion necessary  for  the  prospect  to  place  orders.  In  the  absence  of  the 
agent,  the  catalog  serves  as  a  salesman  and  it  is  always  present  when 
the  purchaser  wants  to  buy.  Catalogs  seem  to  be  more  effective  when 
the  agent  combines  all  of  his  lines  in  one  volume,  rather  than  to 
distribute  each  manufacturer's  catalog  separately  .  The  catalog  material 
is  normally  supplied  gratis  by  the  client  manufacturer. 

(6)  Radio  and  television.- -Radio  and  television  advertising  was 
observed  in  the  case  materials,  but  it  is  quite  likely  that  the  use  of  such 
media  is  unusual.  Radio  is  probably  used  only  by  agents  whose 
principal  volume  comes  from  a  large  urban  area,  and  whose  products 
are  principally  consumer  goods  sold  through  department  stores  and 
other  retailers.  One  housewares  agent,  advertising  via  television, 
selected  one  item  from  his  line  and  thoroughly  demonstrated  and 
explained  the  features  of  this  product  during  a  5-minute  period. 
Products  were  rotated  on  a  weekly  basis.  This  type  of  advertising 
proved  quite  successful  in  moving  items  from  dealers'  shelves, 
particularly  during  holiday  seasons  .  The  telecast  included  an  announce- 
ment as  to  stores  in  which  such  goods  were  available  ..The  use  of  this 
advertising,  tied  in  with  the  retail  dealer  programs,  proved  to  be  quite 
successful  and  was  rather  enthusiastically  endorsed  by  retailers 
handling  the  agent's  line. 

(7)  Displays  and  exhibits  at  trade  shows  and  conventions.- -Some 
agents  interviewed  reported  they  frequently  maintain  displays  in 
conjunction  with  manufacturers  or  distributors  at  trade  shows  and 
conventions.  The  agent's  function  at  a  manufacturer's  trade  show  is  to 
assist  his  principal  in  performance  of  the  personal  selling  function. 
Many  regional  shows  and  conventions  are  held  at  which  the  agent 
maintains  his  own  displays  and  exhibits.  In  other  instances,  distribu- 
tors and  dealers  hold  shows  and  exhibits.  At  distributor  shows,  the 
agent  may  provide  a  part  of  the  distributor's  exhibit,  be  responsible 
for  conducting  the  exhibit,  or  merely  donate  merchandise  for  the  show. 
A  hardware  agent  included  in  the  study,  for  example,  regularly  donated 
merchandise  for  sportsman's  shows,  county  fairs,  and  home  town 
shows  of  his  distributors  and  dealers.  Exhibits  and  trade  shows  are 
one  of  the  more  important  class  media  available  to  the  agent. 

(8)  Advertising  novelties  and  gifts  .--Whether  gifts  and  novelties 
may  properly  be  considered  a  form  of  advertising  is  subject  to 
question.3  For   purposes  of  this  study,  the  pertinent  point  is  that  gifts 

Vergil  D.  Reed's  definition  of  advertising  makes  it  possible  to  so 
include  this  medium  as  a  form  of  advertising.  "Advertising  is  the 
presentation  or  offering  of  a  commodity,  service,  process,  idea,  or 
institution,  by  methods  other  than  personal  selling,  with  the  intention 
of  inducing  potential  buyers,  or  those  who  influence  purchases,  to 
consider  the  offer  favorably  and  to  give  their  patronage  or  favorable 
influence  to  the  advertiser."  See  P.  H.  Nystrom,  Editor,  Marketing 
Handbook.    (New    York:     The    Ronald    Press    Company,    1948   .    p.  345. 
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and  advertising  novelties  are  perhaps  the  most  commonly  used 
promotional  device  utilized  by  the  manufacturers'  agent.  Almost 
without  exception,  some  use  of  personalized  gifts,  favors,  calendars, 
cigarette  lighters,  and  the  like  is  made  by  the  manufacturers'  agent. 
In  many  cases,  gifts  are  considered  one  of  the  most  important 
expenditures  among  the  various  promotional  costs  of  the  agent  and  are 
similar  in  function  to  customer  entertaining.  Where  competitors' 
products  are  quite  similar  in  quality,  design,  and  price,  limited 
opportunities  are  available  to  buyers  to  choose  suppliers  on  rational 
motives.  In  such  situations,  the  buyer's  personal  relationship  with  the 
agent  may  be  important  in  choosing  products.  Agents  thus  may 
consider  moderate  customer  entertaining  and  gifts  to  be  in  good  taste, 
and  an  appropriate  demand-influencing  factor.  The  use  of  such 
techniques,  however,  is  not  considered  a  substitute  for  the  agent's 
selling  and  service  competence,  nor  can  it  make  up  for  an  inferior 
product.  Nevertheless,  one  of  the  agent's  stocks  in  trade  is  his  close 
personal  relationship  with  customers  which  is  furthered  by  entertain- 
ment and  gifts. 

The  types  of  advertising  media  used  by  agents  are  thus  many  and 
varied.  Some  media  have  application  to  the  operation  of  particular 
agents,  while  others  are  better  suited  in  quite  different  circumstances. 
One  conclusion  from  the  reports  of  agents  interviewed  in  this  study  is 
that  very  little  in  the  way  of  planned  campaigns  are  conducted  by 
agents.  Little  effort  is  apparently  made  to  budget  the  advertising 
expenditure  or  to  relate  each  expenditures  to  sales.  The  advertising 
appears  to  be  conceived  as  individual  problems  arise  which  can  be 
appropriately  met  by  the  use  of  some  form  of  advertising.  The  cost 
of  advertising  activities,  with  the  exception  of  catalogs  and  related 
materials,  is  normally  borne  by  the  agent  from  his  usual  commission. 
The  available  evidence  indicates  that  manufacturer  advertising  allow- 
ances available  to  agents  are  uncommon. 

Advertising  policies  and  procedures  of  manufacturers 

One  of  the  most  important  segments  of  the  agent's  advertising 
function  may  be  to  provide  close  support  for  the  client  manufacturer's 
advertising  and  promotional  campaigns.  Particularly  in  the  distribution 
of  consumer  goods,  the  manufacturer  is  obligated  to  assume  a  large 
part  of  the  responsibility  for  creating  brand  preference  among  ultimate 
consumers.  The  principal,  therefore,  needs  the  close  cooperation  and 
support  of  his  agents  in  promulgating  the  overall  promotional  cam- 
paign. In  the  food  trade,  for  example,  the  agent's  primary  advertising 
function  may  be  to  promote  the  use  of  tie-in  materials  at  the  retail 
level.  Tie-in  promotional  materials  are  made  available  to  the  agent 
by  his  principal  and  in  turn  are  distributed  to  wholesale  and  retail 
accounts  sold  by  the  agent.  An  intensive  effort  is  made  on  the  part  of 
the  agent  to  encourage  dealers  to  make  use  of  such  materials.  In  the 
food  trade  these  materials  are  especially  important  because  national 
advertising  has  largely  replaced  salesmen  and  only  limited  personal 
selling  is  done  at  the  wholesale  and  retail  level  to  establish  brand 
preference.  As  a  result,  it  is  particularly  effective  to  tie  in  point  of 
purchase  display  and  promotional  materials  at  the  retail  level  with  the 
client's  national  advertising. 

In  addition  to  handling  tie-in  promotional  materials  for  the  client 
manufacturer,  the  agent  frequently  administers  cooperative  advertising 
programs.  Advertising  allowances  are  frequently  made  available  to 
retail  dealers  and  involve  the  manufacturer  paying  a  part  or  all  of  the 
cost  of  approved  advertising  under  specified  limitations.  To  obtain 
such   an   advertising   allowance,    the   dealer   must  usually   carry  on  an 
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organized  promotion  which  may  be  administered,  planned,  and  approved 
by  the  agent  for  his  principal.  The  agent  provides  mats,  electros, 
suggested  layouts,  copy,  and  photographs  to  the  retail  establishment 
after  these  items  are  furnished  to  him  by  his  client  manufacturer. 
Such  advertising  allowances  frequently  are  reported  quite  effective  in 
moving  merchandise  at  the  retail  level.  The  cooperative  program  is 
perhaps  recognition  of  the  principle  that  the  agent  and  the  manufacturer 
sell  through  dealers  rather  than  to  dealers.  If  the  client  manufacturer 
attempted  to  control  these  programs  himself,  the  administrative 
burden  would  be  so  severe  as  to  preclude  effective  and  frequent 
retailer  campaigns.  The  agent  thus  performs  a  valuable  service  to  his 
principal  in  assuming  responsibility  for  administering  cooperative 
advertising  programs. 

Service  Policies  and  Procedures 

In  the  narrower  sense  used  here,  service  on  the  part  of  the  manufac- 
turers' agent  refers  solely  to  those  activities  which  are  carried  on  in 
an  attempt  to  see  that  the  product  gives  satisfactory  and  reasonable 
performance  to  its  user. 

The  quality  of  service  rendered  by  agents  in  many  lines  of  trade  is 
considered  extremely  important.  Service  which  insures  the  proper  and 
most  effective  use  of  products  by  owners  may  be  as  important  as  the 
physical  quality  of  the  product  itself .  Economic  and  technical  suitability 
of  the  product  may  be  largely  dependent  upon  the  quality  of  service 
available.  In  deciding  the  amount  and  nature  of  the  service  to  be 
rendered,  the  manufacturers'  agent  must  first  recognize  the  needs  of 
buyers  and  users  for  service.  This  discussion  will  treat  the  variation 
in  service  policies  between  consumer  goods  and  manufacturers'  goods, 
presale  and  postsale  service,  and  the  methods  of  charging  for  service. 

Service  policies  and  procedures--consumer  goods 

For  the  great  majority  of  consumer  goods,  little  if  any  service,  as 
defined  here,  appears  to  be  necessary.  Responsibility  for  seeing  that 
the  product  is  satisfactory  in  use  rests  almost  solely  with  the  manu- 
facturer. Service  in  this  category  is  principally  educational  or 
informative  in  nature.  Such  informative  service  is  usually  provided  by 
advertising,  package  labeling,  package  inserts,  or  tags  attached  to  the 
product.  Manufacturers  have  seen  fit  to  make  their  advertising  and 
labels  informative,  giving  detailed  specifications  of  the  merchandise 
and  instructions  about  using  and  maintaining  such  merchandise.  The 
responsibility  for  this  type  of  service  by  the  manufacturers'  agent  is 
negligible. 

Local  service,  however,  is  sometimes  necessary  and  may  be  pro- 
vided by  dealers  in  the  case  of  consumer  durables,  such  as  major 
appliances.  To  adequately  represent  his  client,  the  agent  may  have  to 
educate,  instruct,  and  train  dealer  service  personnel.  In  electric 
appliances  and  electric  housewares,  for  example,  a  part  of  the  burden 
is  placed  on  the  agent  to  see  that  adequate  skill  and  repair  parts  are 
conveniently  available  to  customers.  Typically,  the  agent  renders  this 
service  on  a  personal  basis,  although  full  use  is  made  of  instruction 
books,  charts,  diagrams,  and  tables  showing  what  repairs  are 
necessary  when  certain  difficulties  are  encountered  and  how  the 
repairs  should  be  made. 

See   P.  H.  Nystrom,    Editor,  Marketing  Handbook.  New  York:  The 
Ronald  Press  Company,  1948,  p.  185. 
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Service  policies  and  procedures --industrial  goods 

In  the  industrial  goods  trades,  a  significant  amount  of  engineering 
service  may  be  rendered  in  connection  with  the  sale  of  such  goods  by 
the  manufacturers'  agent.  In  fact,  the  quality  of  such  service  may  be 
the  most  important  selective  demand  determinant.  In  some  lines  of 
trade,  the  basic  justification  for  the  agent  is  his  ability  to  render 
competent,  professional  engineering  counsel.  Often  the  principal  would 
find  rendering  the  necessary  engineering  services  impractical  and 
uneconomical.  Where  long  periods  of  negotiation  are  involved  in 
obtaining  sales,  or  where  the  market  is  dispersed,  the  principal  may 
shift  the  burden  for  such  specialized  services  to  an  agent  capable  of 
effectively  rendering  such  services  at  low  cost. 

The  agent's  service  obligations  are  two-fold.  Buyers  are  often 
entirely  dependent  upon  the  supplier  for  engineering  service  applica- 
tions. At  the  same  time,  the  agent  is  responsible  to  his  principals  for 
offering  a  quality  of  service  which  is  conducive  to  building  sales  and  an 
enviable  reputation  for  the  manufacturer's  product.  Such  engineering 
service  takes  several  forms  and  is  often  necessary  prior  to  sales  as 
well  as  after  the  purchase  has  been  consumated. 

Presale  service  includes  cost  analyses,  plant  layout,  design  of 
installations,  determination  of  the  class  of  products  best  suited  to 
buyers'  needs,  and  recommendations  as  to  product  applications. 
Postsale  service  includes  installation,  training  of  operators  and  other 
employees,  maintenance,  repair,  and  deferred  follow-up  service. 
Often  there  is  no  sharp  line  of  demarcation  between  presale  and 
postsale  service.  The  two  are  part  of  the  same  over-all  service 
rendered  by  the  manufacturers'  agent.  The  agent  may  be  required  to 
survey  the  needs  of  the  prospective  customer  before  recommending 
designs  and  equipment  which  will  best  meet  these  needs.  If  an  order 
is  forthcoming,  the  equipment  is  manufactured  according  to  proposed 
design  and  then  properly  installed;  subsequently  operators  are 
instructed,  follow-up  inspection  is  made,  and  convenient  repair  service 
arranged. 

The  field  investigation  provides  examples  of  the  continuity  and 
importance  of  presale  and  postsale  engineering  service.  A  manufac- 
turers' agent  in  nonlumber"  building  materials  is  illustrative.  The 
competitive  position  of  this  agency  is  based  upon  and  built  around  the 
•  quality  of  the  engineering  service  rendered  customers.  This  service 
is  considered  to  be  extremely  important  in  obtaining  sales  and  holding 
individual  accounts  over  a  long  period  of  time.  The  agent  feels  that  he 
must  acquire  the  customer's  confidence  concerning  his  personal 
integrity  and  professional  engineering  competency.  When  contracts 
are  awarded  by  builders  or  architects,  the  architect  frequently 
utilizes  the  engineering  skill  of  the  agent  in  determining  what  types  of 
product  to  use  in  building  the  structure  .  Recommendations  or  consulta- 
tion with  respect  to  the  type  of  joists,  concrete  designs,  door  frames, 
and  the  like  may  be  desired.  The  contractor  or  architect  may  not  be 
exactly  sure  what  class  of  product  is  needed  and  relies  on  the  advice 
of  the  agent  to  determine  proper  applications.  The  agent  develops 
detailed  plans  covering  particular  products .  When  the  contractor  has 
already  drawn  the  plans  for  the  items  in  question,  the  agent  analyzes 
the  blueprints  in  detail  and  makes  more  detailed  drawings  from  which 
competitive  bids  can  be  submitted.  Generally  speaking,  the  contract  is 
awarded  on  the  basis  of  the  lowest  competitive  bid;  yet,  on  occasion, 
this  agency  has  received  awards  when  it  was  not  the  lowest  competitive 
bidder  because  of  its  distinguished  engineering  reputation.  Over  the 
years  the  feeling  has  been  promoted  among  architects  and  contractors 
that    this    agent    has     superior    quality    products    and  will  service  the 
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installation  in  such  a  manner  that  the  results  justify  paying  a  price 
higher  than  the  lowest  alternative  bid.  Under  some  conditions,  presale 
engineering  service  involves  a  substantial  expenditure  of  time  and 
money.  Consequently,  the  agent  needs  to  analyze  his  bid  carefully  and 
to  design  an  installation  which  will  be  superior  in  quality  to  alternative 
suppliers.  After  the  sale  is  made,  the  agent  is  responsible  for  the 
installation  of  the  material.  This  may  involve  supplying  the  contractor 
with  detailed  instructions  as  to  how  the  installation  should  be  made,  or 
actually  installing  the  equipment,  or  providing  substantial  quantities  of 
assistance  in  installation.  In  many  cases,  the  usefulness  and  accepta- 
bility of  the  product  is  based  upon  the  quality  of  the  installation.  When 
installations  are  not  satisfactorily  made  by  the  contractor,  the  agent 
feels  that  it  is  his  responsibility  to  see  that  the  necessary  adjustments 
are  made.  The  agent  feels  that  he  cannot  afford  to  have  a  dissatisfied 
account  because  his  ability  to  compete  is  based  upon  a  reputation  for 
reliability  among  buyers  and  ultimate  owners.  Should  equipment  and 
materials  be  improperly  installed,  the  agent  makes  the  necessary 
adjustments  and  repairs  to  insure  effective  operation  in  use.  Thus  there 
are  no  high  walls  of  demarcation  between  presale  and  postsale  service, 
both  types  being  a  part  of  the  over -all  engineering  service. 

An  illustration  pertaining  to  engineering  service  of  a  slightly  different 
nature  can  be  noted  in  power  plant  equipment.  The  agent  interviewed 
provides  primarily  application  engineering  counsel.  Design  engineers 
supply  the  agent  with  the  general  design  of  a  power  plant  installation, 
such  as  an  ash  handling  installation.  The  agent's  function  is  to  take 
many  standard  pieces  of  equipment,  wherever  possible,  and  to  fit  them 
into  a  custom  installation  through  application  engineering.  This  involves 
making  a  detailed  layout  of  the  equipment  and  submitting  the  detailed 
drawings  and  specifications  to  the  contractor  or  design  engineer  who 
then  includes  the  standard  equipment  in  his  own  specifications  and 
drawings.  This  agent  visualizes  his  establishment  as  a  consultant  to 
consulting  engineers  in  the  power  plant  equipment  industry  .In  addition 
to  the  presale  service  noted  above,  this  agent  also  must  provide 
equally  important  postsale  service.  The  agent's  job  is  not  completed 
until  the  installation  is  working  properly  and  efficiently .  The  following 
quotation  from  a  contract  between  the  agent's  principal  and  an  account 
explains  the  nature  of  postsale  service: 

"Services  of  our  engineer  will  be  made  available  to 
supervise  the  checking  of  the  entire  installation  after  com- 
pletion of  erection  by  others.  He  will  also  put  the  entire 
equipment  into  regular  operation,  instruct  your  operating 
crews,  and  supervise  any  adjustments  required  to  produce 
the    most   economical  performance   under  your   conditions/' 

In  addition,  the  agent  makes  any  monetary  adjustments  necessary  on 
faulty  installations  or  equipment.  The  agent  provides  a  complete 
follow-up  service  onfall  sales,  including  close  supervisiqn  of  the 
installation  at  the  user's  site  and  handling  any  other  adjustments  or 
services  that  may  be  necessary  to  give  complete  satisfaction  in  use. 
This  engineering  service  is  particularly  important  because  approxi- 
mately 90  percent  of  sales  are  custom  made  installations  secured 
through  application  engineering. 

Policy  as  to  charging  for  service 

Manufacturers'  agents  report  that  they  can  recover  the  cost  of 
service  by  any  one  of  several  different  plans.  Although  there  is  no 
universal      policy     with      regard     to      charging      for     service,     many 
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manufacturers1  agents  prefer  to  render  such  presale  and  post- 
sale  service  "free*'  of  charge  to  customers.  In  such  cases  the  agent 
feels  that  "free"  service  may  be  a  prerequisite  to  making  sales  and 
building  goodwill.  Another  factor  involved  in  this  decision  is  the 
difficulty  of  charging  separately  for  such  services.  As  a  practical 
expedient,  most  agents  appear  to  include  service  in  the  price  of  the 
product,  offsetting  service  costs  by  sales  commission.  Although  "free" 
service  has  obvious  promotional  advantages,  it  is  sometimes  subjected 
to  abuse  because  the  agent  may  invest  large  amounts  of  time  and 
money  in  presale  engineering  service.  Inasmuch  as  the  cost  of  the 
service  is  included  in  the  price  of  the  product,  the  agent  has  no 
opportunity  to  recover  such  service  costs  unless  a  sale  is  made.  It 
was  reported  that  buyers,  in  some  cases  at  least,  take  the  agent's 
detailed  drawings  and  specifications  and  have  a  similar  custom-built 
installation  supplied  by  a  competitor.  This  development,  of  course,  is 
difficult  to  control,  except  by  refraining  from  submitting  designs  and 
estimates  to  prospects  whose  good  faith  is  doubtful.  The  use  of  free 
postsale  service  also  promotes  some  abuse.  For  example,  the 
purchaser  may  request  an  excessive  amount  of  training  of  operators 
or  ask  the  agent  to  perform  repair  or  maintenance  service  involving 
trivial  matters. 

A  second  method  for  covering  service  costs  is  to  make  a  partial 
charge  for  such  service.  The  following  excerpts  from  a  purchase  con- 
tract illustrate  this  approach: 

"This  service  comprises  one  trip  to  the  plant  and  not  more 
than  three  days  time.  Our  engineer  will  arrive  when  you  notify 
us  that  the  equipment  will  be  ready  for  regular  complete 
operation.  If  not  in  readiness  for  complete  operations  due 
to  conditions  beyond  our  control,  please  note  that  any  addi- 
tional time  or  trips  which  is  thereby  required  will  be  charged 
additionally  at  the  rate  quoted  on  our  price  page." 

If  a  charge  is  made  for  service  rendered,  either  the  full  amount  of 
the  service  cost  may  be  recovered  or  the  charge  may  be  nominal, 
serving  principally  to  discourage  trivial  requests.  Generally  speaking, 
the  cost  of  any  service  or  repair  work  during  the  normal  guarantee 
period  is  free.  After  this  period  has  lapsed,  an  additional  charge  may 
be  involved  on  the  part  of  the  buyer  to  obtain  repair  and  maintenance 
service.  Perhaps  the  most  frequent  method  of  charging  for  service  is 
to  include  such  cost  in  the  price  of  the  product  and,  in  that  sense,  to 
provide  all  presale  and  postsale  service  free  of  separate  charge.  Vvhen 
this  practice  is  followed,  the  agent's  cost  of  rendering  such  services 
are  offset  by  his  normal  sales  commission,  which  was  theoretically  set 
to  provide  for  such  service  costs.  Regardless  of  the  method  used  for 
charging  for  service,  the  total  cost  of  rendering  service  is  usually 
recovered,  either  in  the  commission  rate  or  by  special  charges  or  by 
both.  ^ 

Guarantees  and  adjustments 

Closely  related  to  the  subject  of  product  quality  and  service  is  that 
of  guarantees.  The  consideration  here  is  the  agent's  obligations  and 
procedures  in  implementing  the  guarantees  established  by  client 
manufacturers.  In  modern  marketing,  the  large  majority  of  all 
products,  both  consumer  and  industrial,  carry  some  form  of  manufac- 
turer's guarantee  or  warranty.  When  a  failure  to  meet  product 
standards  occurs,  the  manufacturer,  within  the  time  limit  specified 
in    the    guarantee    or    warranty,   will   replace   or    repair  the  defective 
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merchandise.  The  client  manufacturer  is  thus  solely  responsible  for 
the  design,  development,  supply,  production,  and  performance  of  its 
product  and  assumes  all  responsibility  and  expense  relating  to  defective 
merchandise  and  the  authorized  return  of  products.  The  principal's 
obligation  or  liability,  however,  does  not  normally  include  responsibility 
for  the  calculation  and  accuracy  of  engineering  service  that  may  be 
rendered  by  the  agent.  For  example,  should  the  agent  recommend  an 
improper  product  to  the  user  and  such  product  ultimately  prove 
unsatisfactory  in  use,  the  manufacturer  normally  is  absolved  from  any 
responsibility.  The  agent  thus  assumes  a  partial  responsibility  for 
product  suitability  and,  in  a  sense,  the  product  guarantee. 

When  an  agent  sales  force  is  involved,  several  methods  may  be  used 
in  handling  adjustments  of  defective  merchandise.  One  procedure  is  for 
all  adjustments  to  be  handled  directly  between  manufacturer  and  buyer; 
the  other  procedure  is  for  the  agent  to  handle  such  adjustments  for  the 
manufacturer.  Both  are  commonly  used  procedures.  Many  representa- 
tives willingly  handle  the  adjustments  necessary  between  the  manu- 
facturer and  buyer.  The  agent  has  a  dual  responsibility- -his  allegiance 
is  both  to  the  manufacturer  and  his  customers;  therefore  the  agent's 
best  interests  may  require  that  equitable  treatment  be  afforded  both 
parties  in  any  adjustment  involving  guarantees.  Particularly  in 
territories  where  a  new  agent  is  located,  manufacturers  sometimes 
prefer  to  handle  adjustments.  When  the  representative  has  been 
associated  with  the  client  manufacturer  for  a  sufficient  period  of  time 
to  have  earned  the  confidence  of  the  principal,  adjustments  are  more 
often  made  by  the  agent.  In  general,  the  agent  has  more  at  stake  in 
seeing  that  equitable  treatment  is  given  buyers  than  the  manufacturer; 
because,  if  the  buyer  becomes  dissatisfied,  the  agent  may  not  only 
lose  the  volume  on  one  product  but  also  may  lose  on  the  variety  of 
products  in  his  multiple  lines.  In  addition,  the  agent',s  commission  is 
reduced  by  returned  goods  and  allowances,  thus  giving  the  agent  a 
pecuniary  motive  in  handling  the  adjustment  or  .allowance  to  the 
satisfaction  of  the  customer. 

Summary 

The  manufacturers'  agent  is  often  required  to  extend  elaborate 
services  to  customers.  Particularly  in  industrial  goods,  many  forms 
of  presale  and  postsale  service  are  necessary  and  are  of  paramount 
importance  to  the  agent's  ability  to  compete  successfully  for  the 
buyer's  favor  among  alternative  suppliers.  As  one  building  materials 
agent  of  thirty-one  years  experience  has  so  aptly  stated: 

"A  good  agent  is  something  like  a  doctor,  that  is  a 
general  practitioner  who  attempts  to  satisfy  a  need  of  his 
customer  or  client  with  materials  that  best  satisfy  those 
needs.  To  do  this,  the  agent  must  have  a  thorough  under- 
standing of  the  subject  matter  so  that  he  may  give  the  best 
interpretations.  Sales  made  in  other  ways  frequently  result 
in  patent  medicine." 


CHAPTER  VI 
PRICING,  CREDIT,  AND  COMPETITIVE  RELATIONSHIPS 

Pricing  Policies  and  Procedures 

The  manufacturers'  agent  by  definition  "possesses  limited  authority 
in  regard  to  prices  and  terms  of  sale."  1  This  discussion  is  an  analysis 
of  the  pricing  freedoms  of.  manufacturers'  agents  from  an  individual 
firm  approach.  Attention  is  directed  to  instances  where  the  agent  has  no 
control  over  pricing,  and  then  to  policies  and  procedures  which  afford 
agents  some  pricing  leeway.  Finally,  the  desirability  of  placing  pricing 
limitations  on  the  agent,  both  from  his  and  his  principal's  point  of  view, 
are  treated. 

The  belief  that  the  manufacturers'  agent  has  limited  authority  over 
prices  and  terms  of  sale  seems  to  be  borne  out  by  the  cases  included 
in  this  study.  At  one  extreme  the  agent  appears  to  have  no  control 
whatsoever  over  prices  and  terms  of  sale  to  be  offered  buyers.  At  the 
other,  the  agent  has  considerable  latitude  or  freedom  in  quoting  prices 
to  buyers.  Ordinarily,  the  pricing  authority  granted  to  the  agent  leans 
more  toward  the  former  than  the  latter   extreme.  2 

The  National  Association  of  Manufacturers'  Agents  supports  the 
policy  of  the  representatives  being  entirely  absolved  of  the  price 
determination  function.  "Allprices,  discounts,  specifications  and  terms 
covering  the  sale  of  products  shall  be  established  by  the  principal  from 
time  to  time  and  shall  be  under  its  exclusive  control."3  This  contract 
provision  is  adopted  frequently. as  a  policy  by  manufacturers  distribut- 
ing through  agents.  When  this  is  the  case,  the  manufacturer  establishes 
list  prices  for  his  products.  The  price  structure  is  a  simple  one  where 
the  agent  sells  solely  to  one  class  of  customer.  For  standard  industrial 
items  (produced  for  stock)  sold  directly  by  the  agent  to  users,  and  for 
consumers  goods  sold  only  to  wholesalers,  the  manufacturer  may 
establish  an  effective  list  price  which  must  be  maintained  by  the  agent. 
Under  these  conditions,  quantity  discounts  would  be  the  only  major 
factor  promoting  different  prices  among  the  various  customers  of  the 
agent.  If  the  agent  sells  to  both  wholesale  and  retail  establishments  or 
to  industrial  users  and  distributors,  discounts  may  complicate  the 
picture  and  the  agent  may  have  some  discretion  in  determining  which 
individual  accounts  receive  certain  discounts.  The  client's  price  con- 
trol problems  are  simplified  somewhat  because  the  manufacturer  bills 
the  customers,  and  standard  billing  procedure  provides  an  automatic 
check  on  the  prices  quoted  by  agents.  Also,  in  the  case  of  custom  built 
products  or  installations  sold  on  the  basis  of  competitive  bids,  the 
manufacturer  may  estimate  and  submit  his  bid  directly  to  the  customer 
or  approve  the  agent's  bid  before  submission.  Only  rarely  is  the  agent 
permitted  to  make  an  estimate  personally  and  submit  the  bid  directly 

See  Report  of  the  Definitions  Committee,  The  Journal  of  Marketing, 
Vol.  XIII,  No.  3,  October  1948,  p.  209. 

This    statement  is   based  on  the   expressed   opinions  of  numerous 

persons    interviewed,    but    is    not    supported  by    statistical  evidence. 

3  From  "Standard  Form  of  Agreement  with  Manufacturers' Agents" 

revised    to    and   copyrighted   July    1,    1949,   by   Manufacturers'  Agents 

National  Association. 
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to  the  customer  when  such  estimate  is  binding  on  the  principal.  In 
many  principal-agent  relationships  the  representative  thus  has  virtually 
no  control  over  the  prices  or  terms  of  sale  to  be  offered. 

Agents'  influence  on  prices  quoted  buyers 

One  definition  of  manufacturers'  agent  used  the  phrase,  "possesses 
limited  ability  in  regard  to  prices  and  terms  of  sale."4  Perhaps  this 
statement  might  be  more  appropriately  worded,  "possesses  little  or  no 
control  over  prices  and  terms  of  sale."  Cases  where  the  agent  has 
substantial  freedom  in  establishing  prices  to  be  offered  buyers  are 
indeed  rare.  There  are,  however,  numerous  policies  and  procedures 
which  afford  the  manufacturers'  agent  some  opportunity  to  influence 
prices.  Among  these  are  the  following: 

(1)  Freedom  in  submitting  competitive  bids. --In  the  interviews, 
instances  in  which  the  manufacturers'  agent  has  complete  freedom 
in  quoting  prices  were  found  to  be  quite  rare.  The  usual  agent-principal 
contractual  arrangement  does  not  provide  that  the  prices  established 
and  quoted  buyers  independently  by  the  agent  shall  be  binding  upon  the 
principal;  yet  one  instance  was  found  in  the  cases  where  such  an 
agreement  existed.  This  unusual  pricing  freedom  involved  the  sale  of 
goods  built  to  buyer  specifications,  with  suppliers  ^electedby  competi- 
tive bid.  The  particular  agent's  contracts  with  client  manufacturers 
were  so  written  that  an  agreement  or  contract  between  the  agent  and 
buyer  was  binding  upon  the  principal.  Manufacturers  appeared  willing 
to  enter  into  this  agreement  with  the  specific  agent  because  of  extreme 
confidence  in  his  professional  skill  and  competency  in  precisely 
estimating  costs  and  because  of  the  historical  adequacy  of  his  bids. 
Even  here  manufacturers  occasionally  renegotiated  the  bids  with  the 
agent  when  these  appeared  to  have  been  unduly  low.  Such  renegotiation 
at  times  resulted  in  the  manufacturer  accepting  the  job  at  a  lower  than 
normal  price  or  the  agent  accepting  a  smaller  commission,  or  both. 
Under  these  conditions,  the  buyer's  price  was  not  subject  to  renegotia- 
tion, although  such  a  contractual  arrangement  was  invoked  only  after 
many  years  of  a  consistently  efficient  and  profitable  principal- agent 
relationship. 

(2)  Price  based  on  cost  of  goods  plus  agent's  margin.-- The 
manufacturers'  agent,  though  rarely  having  complete  freedom,  fre- 
quently has  a  substantial  amount  of  discretion  over  the  price  submitted 
on  competitive  bids.  The  following  example  is  believed  to  illustrate  a 
common  procedure  followed  by  manufacturers'  agents  in  the  building 
materials  industry.  Before  submitting  a  bid,  the  agent  first  obtains 
the  job  specifications  from  the  architect  or  contractor.  From  these 
specifications  a  detailed  drawing  of  the  installation  involving  the  agent's 
products  is  made  and  submitted  to  the  principal  for  a  cost  estimate.  The 
principal  then  supplies  the  agent  with  the  price  quotation,  covering 
the  manufacturer's  cost  and  profit  but  excluding  the  agent's  commission. 
The  representative  is  then  free  to  submit  any  bid  to  the  buyer  that  is 
considered  appropriate  just  so  long  as  the  client  receives  his  price 
quoted  to  the  agent.  When  this  procedure  is  used,  the  agent's  judgment 
has  a  significant  bearing  on  the  buyer's  prices. 

Committee  on  definitions  loc.  cit.  The  Bureau  of  the  Census  uses 
the  phraseology  "Limited  with  respect  to  sales  territory,  prices, 
and  terms  of  sale."  See  1948  Census  of  Business,  Volume  V,  Wholesale 
Trade--Area  Statistics,,  p.  51.04. 
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(3)  The  manufacturer  sets  a  minimum  price  on  the  installation 
sold  by  the  agent.- -A  slightly  different  pricing  arrangement  may  be 
used  on  custom  installations .  Custom-built  equipment  may  or  may  not 
involve  competitive  bidding.  A  case  interview  of  an  air  conditioning 
and  commercial  refrigeration  agent  illustrates  the  minimum  price 
approach.  In  this  instance,  the  manufacturer  sets  a  minimum  price 
on  all  commodities  and  installations  sold  by  the  agent.  Such  a  price 
includes  the  agent's  commission.  Disregarding  any  government  con- 
trols, there  is  no  ceiling  on  the  price  of  such  goods,  i.e.,  the  agent 
is  free  to  charge  a  price  somewhat  above  the  stipulated  minimum  where 
he  feels  such  a  price  will  be  accepted  by  the  buyer.  The  agent's 
commission  is  based  upon  a  given  percent  of  the  sales  price  so  that 
both  agent  and  principal  gain  when  the  sale  is  negotiated  above  the 
minimum  price.  The  agent  thus  has  no  opportunity  to  cut  prices  but  can 
increase  prices  where  the  competitive  situation  permits . 

(4)  Agent  allowed  a  small  margin  to  meet  competition.- -Although 
the  manufacturer  retains  the  major  control  of  prices,  some  leeway 
may  be  provided  the  agent  to  meet  price  competition.  In  industries 
where  there  is  severe  competition,  price  fluctuations  may  be  frequent. 
In  such  an  environment,  manufacturers  cannot  easily  make  all  decisions 
necessary  to  meet  the  price  quotations  of  competitors,  although  a 
minor  difference  in  price  may  have  a  significant  influence  on  the 
buyer's  choice  of  supplier.  This  problem  may  be  handled  by  allowing 
the  agent  some  leeway  in  quoting  prices.  In  one  case,  an  agent  was 
allowed  to  cut  the  price  as  much  as  5  percent  to  meet  competition 
without  prior  approval  of  the  principal.  In  this  agent's  particular  trade, 
the  heating  equipment  industry,  many  manufacturers  sold  to  whole- 
salers and  made  no  effort  to  control  resale  prices .  Price  cutting 
among  wholesalers  frequently  occurred;  so  the  agent  felt  that  a  signifi- 
cant factor  in  his  ability  to  compete  was  some  leeway  in  reducing 
prices  as  necessary  to  meet  localized  competition. 

(5)  Price  reduction  by  agents  accepting  lower  commissions. — In 
some  cases  the  manufacturers'  agent  may  reduce  the  buyer's  price 
by  acceping  a  less-than-normal  commission  on  a  given  transaction, 
although  such  a  practice  is  avoided  by  agents  whenever  possible.  In 
periods  of  curtailed  demand,  however,  such  a  device  may  be  used  by 
the  agent  as  a  temporary  expedient  to  obtain  part  of  his  normal 
commission  rather  than  not  to  make  the  sale.  In  an  emergency,  the 
reduction  from  normal  prices  necessary  to  move  goods  may  be  split, 
or  prorated,  among  both  agent  and  principal.  Consideration  is  not 
given  here  as  to  the  wisdom  of  such  practices;  witness  is  merely 
given  to  the  fact  that  such  devices  are  used. 

(6)  Agents'  discretion  as  to  functional  discounts  to  be  given  buyers. -- 
Manufacturers  often  establish  a  list  of  discounts  and  may  accept  the 
agent's  decision  as  to  the  particular  discount  to  be  granted  the 
individual  buyer.  The  case  of  a  drug  manufacturers'  agent  is  illustrative. 
Prices  were  quoted  on  the  basis  of  the  client's  price  list  which  included 
a  schedule  of  functional,  quantity,  and  cash  discounts.  Customers  in- 
cluded chain  retail  establishments,  department  stores,  drug  whole- 
salers, and  institutional  users,  each  receiving  a  different  discount.  In 
practice,  the  agent  had  some  control  over  the  individual  buyer's  price, 
because  the  principal  accepted  the  agent's  decision  as  to  discount 
classification.  The  agent  felt  that  he  had  the  choice  of  granting  a  large 
buyer  either  a  retail  or  wholesale  price.  The  manufacturer  billed  the 
account  accordingly.  Caution  is  recommended  in  pursuing  this  type  of 
policy,  however,  in  view  of  the  legal  implications  and  the  long-run 
danger  of  incurring  buyer  ill-will. 
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(7)  Agents  announcements  to  principals  of  competitors'  bids  when 
available. --In  theory,  and  in  ethical  connotations,  competitive  bids  are 
regarded  by  buyers  as  confidential.  Nevertheless,  instances  were 
observed  where  the  agent  had  access  to  the  price  quotations  submitted 
by  competitors.  If  the  agent  and  his  client  manufacturer  have  not 
already  submitted  a  bid,  this  information  is  useful  in  establishing  the 
price  quotation.  Instances  were  also  found  where  the  agent  had  already 
submitted  a  bid  but  requested  and  was  granted  permission  to  refigure 
his  quotation.  Knowledge  of  competitive  quotations  is  thus  useful  to  the 
manufacturer  in  determining  the  price  necessary  to  obtain  the  contract. 
In  this  sense,  the  agent  may  have  some  influence  over  prices  through 
transmitting  competitive  price  quotations  to  his  principal. 

(8)  Renegotiation  of  purchase  prices. --Manufacturers  often  pur- 
chase fabricating  parts  for  the  model  year  and  prefer  to  retain  the  same 
suppliers  during  this  period.  Once  an  agent  has  obtained  an  order  from 
such  a  buyer  at  the  outset  of  the  model  year,  he  is  in  a  favorable 
position  to  retain  the  buyer's  business  throughout  that  year  .  Renegotia- 
tion of  the  price  may  become  necessary  because  of  lower  prices' being 
offered  by  competitors.  In  this  situation,  the  agent  may  attempt  to 
determine  what  price  is  necessary  to  hold  the  business  and  pass  this 
information  on  to  the  client  manufacturer  who  must  determine  whether 
or  not  the  fabricated  part  will  be  supplied  at  the  lower  price.  Occasion- 
ally negotiations  are  carried  on  between  the  agent  and  the  purchaser 
to  establish  a  price  which  will  prevent  a  shift  of  suppliers;  and  the 
agent,  while  having  no  direct  control  of  prices,  exerts  influence  on  his 
principal. 

Terms  of  sale 

As  regards  terms  of  sale,  no  experience  was  noted  of  agents  having 
any  jurisdiction;  the  policy  pursued  appeared  to  be  universally  the 
principal's  prerogative.  The  use  of  such  policies  as  quantity  discounts, 
cash  discounts,  trade  discounts,  seasonal  discounts,  advanced  billing, 
anticipation,  and  price  structure  (f  .o.b.,  delivered  prices,  etc.)  in  all 
cases  were  determined  by  the  manufacturer.  Since  one  of  the  major 
advantages  to  the  manufacturer  in  using  an  agent  sales  force  is  his 
ability  to  retain  control  of  selling  techniques  and  policies,  terms  of 
sale  would  normally  be  determined  by  the  client. 

Desirability  of  agent  pricing  freedom 

If  there  was  any  concensus  among  the  agents  interviewed,  it  was  the 
opinion  that  little  leeway  should  be  given  the  agent  concerning  prices 
and  terms  of  sale.  In  a  few  cases  this  might  result  in  a  competitive 
handicap,  particularly  where  sporadic  price  cutting  is  prevalent. 
From  the  manufacturers'  point  of  view,  however,  agents  themselves 
believe  that  restricting  price  discretionis  necessary  .If  the  agent  could 
arbitrarily  reduce  prices  or  have  substantial  leeway  in  quoting  prices, 
representatives  feel  that  they  might  too  often  take  the  easy  way  out 
and  quote  the  lowest  price  allowed.  The  net  result  of  such  a  practice 
might  be  a  general  reduction  in  the  manufacturer's  profits  and,  in  the 
long   run,   this   narrowing   of  margins   would  be  mutually  undesirable. 

Credit  Policies  and  Procedures 

Manufacturers'  agents  included  in  this  study  show  relative  uniformity 
with  respect  to  credit  policies  and  procedures.  Credit  procedures 
appear  to  be  almost  universal  in  all  lines  of  trade- -agents  having  no 
direct  or  ultimate  responsibility  for  credits  and  collections  but  acting 
in  a  facilitative  capacity. 
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Except  on  own-account  sales,  the  manufacturers'  agent  usually  has 
no  legal  responsibility  for  the  granting  of  credit.  The  model  agent's 
contract  designed  by  the  National  Association  of  Manufacturers' Agents 
points  up  this  issue: 

"The  Principal  shall  have  the  sole  right  of  credit  approval 

or    credit   refusal   in   all   cases  at  all  times On  orders  and 

contracts  of  a  deferred  payment  nature,  all  such  payment  and 
credit  extensions  are  subject  to  final  review  and  approval 
by  the  principal,  which  may  accept  same,  withhold  shipment 
after  initial  acceptance  if  for  any  reason  the  purchaser 's  credit 
has  become  impaired,  or  reject  same  if  the  credit  risk  does 
not  warrant  final  acceptance  and  final    shipment.  "5 

This  provision  appears  to  have  been  accepted  by  most  principals . 
Although  the  principal  grants  the  credit,  the  agent  nevertheless 
facilitates  the  credit  function.  "The  agent  shall  have  the  right  and 
duty  to  advise  and  cooperate  with  the  principal  in  such  (credit) 
matters,  but  shall  assume  no  responsibility  therefore."6  The  agent's 
activity  takes  the  form  of  inve.  Igating  the  credit  rating  of  buyers 
and    making    recommendations  As    principals .    The   agent  is  in  a 

favorable  position  to  make  such  investigations  and  recommendations. 
First,  the  agent  is  closer  to,  c.nd better  acquainted  with,  customers  and 
potential  customers  in  his  territory.  Physically,  the  agent  can  more 
easily  and  more  economically  investigate  and  obtain  references  from 
new  accounts.  Published  credit  ratings  in  some  cases  may  not  be  a 
true  measure  of  the  buyer's  credit  capacity  and  local  information  may 
be  highly  valuable.  Second,  because  the  agent  has  multiple  lines,  he 
may  have  previously  done  business  with  the  account  for  other  clients. 
While  the  given  customer  is  a  new  account  for  the  particular  manufac- 
turer, the  agent  may  have  had  considerable  credit  experience  which  is 
pertinent  to  a  credit  evaluation.  Such  interchange  of  credit  information 
between  the  agent's  major  principals  is  a  common  practice.  Under 
these  circumstances,  even  though  the  agent. does  not  have  responsibility 
for  the  granting  of  credit,  he  nevertheless  is  in  a  position  to  be 
helpful  and  effective  in  this  regard. 

Quite  obviously,  the  agent  is  solely  -esponsible  for  the  credit  function 
on  sales  made  for  his  own  account  from  goods  to  which  he  has 
acquired  title.  When  the  agent  conducts  trade  on  this  basis,  he  "shall 
be  exclusively  responsible  for  his  own  invoicing,  collection,  and  other 
responsibility  in  connection  therewith.'  This  procedure  is  believed  to 
be  generally  adhered  to. 

The  other  important  aspect  of  the  credit  function  is  collections,  and 
the  agent's  responsibilities  and  services  are  similar  to  those  involved 
in  the  granting  of  credit.  The  agent  generally  has  no  direct  responsi- 
bility  for  the  collection  of  slow  accounts  but  may  assist  his  principal. 

"While  the  principal  may  look  for  the  cooperation  of  the 
agent  in  collecting  delinquent  accounts,  it  is  expressly 
understood  that  full  responsibility  for  all  collections  rests 
with  the  principal  which  exercises  complete  control  of  the 
approval  of  all  customer  credit  for  orders  and  contracts.... 
The    agent   agrees    only   to  protect  the  principal  to  best  of  his 

From  standard  form  of  agreement  with  Manufacturers'  Agents, 
revised  to  and  copyrighted  July  1,  1949,  by  Manufacturers'  Agents 
National  Association. 

6  Ibid.,  p.  5. 

7  Ibid.,  p.  6. 
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available  time  and  ability  against  loss  by  recording  any 
available  credit  information  and  by  assisting  in  such  collec- 
tions as  may  be  agreeable  to  or  required  by  the  principal 
in  the  mutual  interest."8 

While  under  this  type  of  contract  the  agent  is  not  legally  bound  to 
perform  a  collection  service  for  his  principal,  often  he  freely 
contributes  this  service  for  several  reasons.  First,  the  payment  of 
his  commission  may  ultimately  depend  upon  buyers  remittances.  In 
some  cases  the  agent's  commission  statement  is  debited  to  reflect  bad 
debt  losses.  Second,  the  agent  may  be  the  most  effective  instrumentality 
for  collecting  from  slow  accounts.  Many  times  a  personal  word  from 
the  agent  is  much  more  likely  to  induce  the  customer  to  remit  than 
a  written  collection  letter  or  other  device  appropriate  to  the  client's 
collection  effort.  Third,  the  agent  may  feel  that  he  cannot  afford  to 
have  a  dissatisfied  customer  or  inactive  account  to  whom  the  client  is 
unwilling  to  extend  further  credit.  The  agent  may  induce  customers  in 
arrears  to  make  payments  sufficient  to  maintain  good  credit  ratings. 
Where  dealers  are  involved,  the  agent  may  be  interested  in  maintaining 
only  active  prompt-pay  accounts  in  his  desire  to  obtain  aggressive 
representation.  Fourth,  many  capable  agents  freely  assist  in  collections 
merely  as  a  service  to  principals,  recognizing  that  cooperation  is 
essential  to  a  profitable  and  mutually  beneficial  relationship. 

Advantages  and  Limitations  of  the  Manufacturers'  Agent 

The  major  competition  of  the  manufacturers'  agent,  as  observed 
from  the  case  materials,  is  limited  to  a  few  types  of  operation.  As  a 
marketing  institution,  the  agent  faces  his  greatest  competition  from 
manufacturers  who  choose  to  use  their  own  sales  force,  decentralized 
perhaps  by  means  of  sales  branches  or  offices.  Sporadic  or  limited 
competition  is  provided  by  other  types  of  wholesale  establishments. 
Some  evidence  was  found  of  competition  from  other  types  of  agents 
and  brokers,  yet  the  manufacturer  seldom  appears  to  face  the  problem 
of  choosing  between  manufacturers'  agents  and  other  types  of  agents. 
Auction  companies,  brokers,  selling  agents,  commission  merchants, 
and  the  like  are  generally  used  under  somewhat  different  circumstances 
than  the  manufacturers'  agent,  a  fact  which  tends  to  limit  competitive 
overlapping  among  the  various  agents.  For  example,  the  selling  agent  is 
used  when  the  manufacturer  needs,  or  prefers,  one  institution  to  take 
over  his  entire  marketing  task.  Brokers  are  most  frequently  used  when 
only  intermittent  market  representation  is  necessary,  although  food 
brokers  may  be  a  major  exception  to  this  rule. 

Likewise,  the  manufacturers'  agent  seldom  directly  competes  with 
merchant  wholesalers.  The  marketing  task  assigned  by  the  manufac- 
turer to  wholesalers  appears  to  be  supplemental  to  the  initial  consid- 
eration of  whether  or  not  to  use  company  salesmen.  When  the  wholesaler 
is  included  in  the  channel  of  distribution,  the  issue  is  seldom  raised 
as  to  whether  the  manufacturer  should  distribute  through  agents  or 
wholesalers;  the  more  common  question  is  whether  the  manufacturer 
should  sell  to  the  wholesaler  by  means  of  his  own  sales  force  or  employ 
agent  representation.  Overwhelmingly,  the  study  shows  that  the  agents 
major  competition  is  supplied  by  manufacturers  who  consider  it 
advisable  to  use  their  own  salesmen  as  apart  of,  or  the  entire,  channel 
of  distribution.  This  statement  is  supported  by  the  fact  that  all  but  one 
of  the  agents  interviewed  reported  manufacturers'  salesmen,  or  other 
manufacturers'  agents,  as  their  primary  competition. 

8  Ibid.,  p.  6. 
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This  discussion  then  centers  around  the  competitive  advantages  and 
limitations  of  the  manufacturers'  agent  in  relation  to  manufacturers' 
salesmen.  The  discussion  proceeds  by  observing  the  special  advantages 
accruing  to  the  manufacturer  in  using  an  agent  sales  force  rather  than 
his  own  salesmen.  The  desirable  features  of  agent  operations  from  the 
buyers  point  of  view  are  next  outlined.  Then,  the  limitations  of  the  agent 
as    compared   to   the    manufacturer's    own  selling  force  are  presented. 

The  special  competitive  advantages  of  the  manufacturers'  agent 

The  nature  of  the  agent  operation  provides  special  advantages  in 
competition  with  manufacturers'  own  salesmen.  Some  of  these  advan- 
tages are  inherent  in  agent  operation;  others  may  relate  to,  or  depend 
upon,  the  capabilities  of  the  individual  agent.  The  capability  factor 
suggests  that  competitive  superiority  depends  upon  the  ability  of  the 
manufacturer  to  obtain  high  caliber  representatives.  This  same 
limitation,  however,  appears  when  the  manufacturer  uses  his  own 
salesmen.  The  advantages  of  selling  by  means  of  representatives 
include  the  following: 

(1)  Predetermined  selling  expense. --T,yhen  an  agent  sales  force 
is  used,  the  manufacturer  can  maintain  comparatively  rigid  control  of 
selling  costs.  Certainly,  personal  selling  expenses  as  a  percent  of 
sales  are  rigid.  Other  sales  costs,  such  as  advertising,  research,  and 
related  expenditures  can  be  controlled  in  dollar  amounts;  but  their 
ratio  to  sales  depends  on  the  volume  of  trade.  The  major  selling  cost, 
in  the  distribution  program,  however,  centers  around  the  cultivation  of 
trade  by  means  of  personal  selling.  When  salaried  salesmen  are  used, 
costs  of  soliciting  and  selling  to  customers  vary  with  the  volume  of 
trade.  When  an  agent  sales  force  is  used,  this  cost  automatically 
stabilizes,  inasmuch  as  the  compensation  rate  is  absolute.  Selling 
expense  as  a  percent  of  sales  can  thus  be  predetermined  regardless 
of  volume  of  trade.  Control  of  costs  may  be  of  particular  importance 
to  the  manufacturer  of  small  size  or  one  whose  sales  are  characteris- 
tically vulnerable  to  seasonal  or  cyclical  fluctuations.  As  sales 
decline  in  periods  of  restricted  business  activity,  commission  compen- 
sation automatically  curtails  dollar  costs.  Moreover,  the  ability  to 
predetermine  selling  costs  with  some  exactness  is  desirable  to 
manufacturers.  Better  planning  and  control  of  the  marketing  program  is 
thus  facilitated. 

(Z)  Little  or  no  cost  until  sales  are  forthcoming.- -When  an  agent 
sales  force  is  used,  direct  selling  costs  may  be  minimized  by  the 
manufacturer  until  sales  have  been  made.  This  factor  is  particularly 
advantageous  to  the  new,  small,  or  weakly  financed  manufacturer. 
Were  such  a  manufacturer  to  use  his  own  sales  force,  a  substantial 
investment  would  be  necessary  prior  to  obtaining  any  volume  of  trade. 
Expenditures  for  recruiting,  selecting,  training,  and  maintaining 
salesmen  would  be  necessary  in  advance  of  any  income  obtained  from 
sales.  For  the  type  of  manufacturer  noted,  these  expenditures  may  be 
impossible.  The  avoidance  of  such  advance  expenses  may  be  the 
dominate  consideration  in  making  the  decision  to  sell  through  manufac- 
turers' agents.  When  this  advantage  is  considered  in  conjunction  with 
the  ability  to  predetermine  sales  costs,  an  agent  sales  force  has  some 
inherent  advantages  over  company  salesmen. 

(3)  Economy.- -The  use  of  an  agent  sales  force  may  provide  marked 
sales  economies.  Sales  economies  are  most  pronounced  when  the 
manufacturer   produces    a  narrow   line  or  sells  in  a  market  of  limited 
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sales  potential.  Revenue  received  from  a  limited  volume  of  trade,  as  a 
result  of  such  conditions,  may  not  offset  the  cost  of  sustaining  a 
company  sales  force.  When  the  manufacturers' agent  is  used,  however, 
the  selling  expense  is  not  borneby  anyone  manufacturer;  rather,  costs 
are  spread  among  several  producers.  Agents  can  thus  provide  the 
manufacturer  with  a  low  sales -expense  ratio  by  virtue  of  their  ability 
to  spread  costs  over  the  merchandise  of  several  producers. 

(4)  Intensity  of  territory  coverage .- -An  agent  sales  force  may  pro- 
vide more  intensive  coverage  of  the  territory  than  manufacturer's 
salesmen.  To  obtain  sufficient  volume  to  offset  the  cost  of  the  salesmen, 
the  territory  may  need  to  be  large,  implying  extensive  sales  coverage. 
Under  these  circumstances,  company  salesmen  tend  to  "skim  the 
cream"  of  the  market  by  calling  on  only  those  accounts  that  can 
provide  sizeable  sales.  From  necessity,  the  smaller  and  less  profitable 
accounts  tend  to  be  overlooked  or  avoided  by  the  manufacturer's 
salesmen.  On  the  other  hand,  the  manufacturers'  agent  may  be  able  to 
obtain  a  profitable  volume  from  a  more  restricted  territory  because 
of  his  multiple  lines  .  An  adequate  all-product  volume  from  an  individual 
account  may  justify  regular  customer  calls  on  all  sizes  of  customers. 
More  intensive  coverage  of  the  territory  may  thus  result  from  an 
agent  sales  force. 

(5)  Accessibility  to  the  trade. --The  manufacturers'  agent  may  have 
greater  access  to  the  trade  than  a  salesman.  Greater  accessibility  may 
result  from  several  factors.  First,  entree  to  otherwise  difficult 
prospects  may  be  easily  secured  because  of  the  agent's  multiple 
lines.  For  example,  a  plumbing  supplies  agent  may  be  able  to  sell  a  new 
client's  product  to  a  particular  customer  because  he  is  already  doing  a 
regular  business  with  the  buyer.  Multiplicity  of  lines  also  increases 
trade  accessibility  because  the  agent  usually  can  secure  the  audience 
of  a  regular  customer  to  present  adequately  a  new  client's  line.  Certain 
groups  of  large  customers,  such  as  railroads  or  large  industrial  users, 
are  also  sometimes  relatively  inaccessible  to  salesmen  of  new  or 
small  manufacturers.  The  agent  who  has  been  calling  on  this  type  of 
customer  for  a  long  period  of  years  can  more  easily  introduce  products 
in  such  a  market. 

(6)  Ease  of  sales  administration.- -The  manufacturer  who  uses  an 
agent -sales  force  minimizes  the  problem  of  recruiting,  selecting,  and 
training  salesmen.  Irrespective  of  economy,  management  problems 
incident  to  maintaining  a  sales  force  are  in  a  large  measure  shifted 
from  the  manufacturer  to  a  more  specialized  marketing  institution. 
Although  the  sales  administration  burden  cannot  be  eliminated,  the 
magnitude  of  the  problem  is  substantially  reduced.  Once  representation 
has  been  established  in  the  various  territories,  the  marketing  program 
can  be  carried  out  with  a  minimum  of  management  control.  Responsi- 
bility for  maintaining  offices,  employing  capable  personnel,  keeping 
records,  routing  salesmen  and  meeting  pay  rolls  is  substantially 
curtailed.  Such  a  shift  of  administrative  responsibility  may  be  most 
desirable  for  the  manufacturer  who  lacks  marketing  experience  or 
possesses  a  limited  staff.  By  using  agents 'the  manufacturer  has  the 
benefit  of  numerous  "sales  offices"  maintained  throughout  the 
territories  by  his  representatives  .  This  advantage  is  inherent  in  the  use 
of  manufacturers'  agents. 

(7)  Quality  of  sales  representation.- -The  manufacturer  can  some- 
times acquire  more  capable  and  experienced  sales  representation  from 
agents  than  would  be  possible  with  his  own  sales  force.  The  client  may 
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be  able  to  obtain  agents  having  long  years  of  experience  in  a  given 
trade  and  possessing  a  comprehensive  knowledge  of  the  market  for  a 
particular  line.  The  manufacturer  may  have  difficulty  in  recruiting  this 
type  of  salesmen  for  his  own  sales  force.  In  industrial  goods,  the 
agent  is  often  a  professional  sales  engineer  who  frequently  earns  a 
large  annual  income.  By  using  such  skilled  agents,  the  manufacturer 
may  be  able  to  obtain  capable  representation  which  he  could  not 
otherwise  afford  to  hire.  To  obtain  a  comparable  salesman,  the 
manufacturer  might  have  to  offer  a  salary  up  to  $50,000  per  year; 
yet,  because  an  agent  has  other  lines,  the  client  may  be  able  to 
engage  the  agent's  services  for  selling  his  product  at  a  commission 
cost  of  perhaps  $10,000  per  year.9 

(8)  Aggressive  selling. --Aggressive  selling  is  not  an  inherent 
competitive  advantage  of  the  manufacturers'  agent,  nor  is  it  impossible 
to  obtain  aggressive  selling  from  other  channels  of  distribution. 
Obviously  the  degree  of  aggressiveness  depends  upon  the  individual 
agent.  The  point  to  be  made,  however,  is  that  the  agent's  remuneration 
is  entirely  dependent  upon  the  productivity  of  his  own  efforts  because 
of  the  inherent  nature  of  commission  compensation.  This  advantage  is 
primarily  contrasted  to  manufacturers'  salaried  salesmen.  A  commis- 
sion plan  can  be  used  for  manufacturers'  salesmen,  but  such  an 
arrangement  does  not  eliminate  the  need  to  maintain  offices  and  to. 
carry  the  attendant  administrative  burden.  The  aggressive  selling 
promoted  by  commission  compensation  can  be  obtained  without  facing 
these  limitations  by  using  agents. 

(9)  Immediate  entry  to  the  market  .--Sales  may  be  forthcoming 
almost  immediately  when  the  manufacturers'  agents  are  appointed. 
By  electing  to  sell  through  representatives,  a  manufacturer  taps 
experienced  and  established  sales  organizations  with  a  definite  clientele 
of  relatively  permanent  customers  .  Were  the  manufacturer  to  organize 
his  own  sales  force,  a  substantial  lapse  of  time  might  pass  between 
the  initiation  of  action  and  the  receiving  of  any  significant  volume  of 
orders.  Management  that  is  impatient  for  sales  results  may  thus  find 
an  agent  sales  force  attractive. 

(10)  Rapidity  with  which  regional  or  national  distribution  can  be 
obtained.- -Closely  related  to  immediate  market  entry  is  the  opportunity 
for  rapid  Nation-wide  distribution.  One  manufacturer,  for  example, 
obtained  national  market  coverage  by  means  of  an  agent -type  sales 
force  in  five  weeks.10  Several  years  may  thus  be  saved  in  attaining 
complete  market  coverage  by  the  manufacturer  who  elects  to  distribute 
through  agents  rather  than  his  own  salesmen. 

The  agents  competitive  advantages  from  the  buyers  point  of  view 

An  agent  sales  force  may  offer  certain  superiorities  over  salesmen 
from  the  buyers'  point  of  view.  Agents  contend  that  buyers  find  it 
preferable  to  deal  with  them  rather  than  company  salesmen.  First, 
better  service  may  be  obtained  from  the  agent,  because  of  the  smaller 

9 

These    observations    reflect   the   views    of  several  manufacturers 

obtained  in  extended  interviews. 

10    D.    Mean    Johnson    and    Robert    E.   Sessions,    "We    Built  A  Food 

Brokerage     Distribution    System    in    5     Weeks,"    Sales     Management, 

March  15,  1951.  This  coverage  was  actually  obtained  with  food  brokers. 

In  the  food  products  trade,  however,  there  appears  to  be  little  difference 

between    food    brokers     and    manufacturers'     agents.    See    chapter   II. 
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territory  covered  by  the  agent  and  the  resultant  frequent  customer 
calls.  Second,  the  agent  may  have  more  interest  in  serving  the  individ- 
ual customers  needs  because  of  his  multiplicity  of  lines .  In  other 
words,  the  agent  has  a  greater  stake  in  the  individual  customer 
because  he  is  likely  to  obtain  a  larger  volume  of  business  from  the 
given  buyer  than  a  salesman  who  has  only  one  producer's  line.  Third, 
in  some  cases  buyer's  time  is  conserved  by  the  agent.  Rather  than 
deal  with  a  salesman  from  each  individual  manufacturer,  the  customer 
can  obtain  several  lines  of  products  by  dealing  with  only  one  agent.  To 
the  extent  a  sales  representative  can  conserve  buyer's  time,  he 
contributes  to  the  welfare  of  his  customer.  Fourth,  the  fact  that  the 
agent  can  obtain  a  larger  volume  of  business  from  a  given  customer 
justifies  the  supplying  of  more  extensive  customer  service.  A  building 
materials  agent,  for  example,  may  be  able  to  provide  more  detailed 
drawings,  layout,  and  designs  because  of  his  opportunity  to  gain 
enough  volume  from  the  contract  to  justify  his  presale  expenditure. 
The  salesman  may  only  be  able  to  bid  on  a  small  portion  of  the  total 
job  so  that  expensive  presale  service  is  not  warranted.  Fifth,  advice 
from  agents  is  likely  to  be  less  biased.  Instances  were  found  in  the 
study  where  agents  recommended  that  given  distributors  handle  only  a 
part  of  their  multiple  lines  since  some  products  did  not  fit  the  distrib- 
utors' market.  The  salesman's  responsibility,  however,  is  to  push  his 
one  product  line. 

Thus  the  competitive  advantages  of  the  manufacturers'  agent  over  a 
manufacturer's  own  sales  force  are  many  and  varied.  Some  of  the 
features  of  competitive  superiority  are  inherent  in  the  use  of  an  agent 
sales  force.  Others  depend  upon  the  qualities  and  capabilities  of  the 
individual  agent  selected.  Some  are  more  important  only  to  particular 
manufacturers,  yet  all  are  of  importance  when  the  manufacturers'  agent 
as  a  marketing  institution  is  analyzed  and  his  proper  place  in  the 
distributive  system  evaluated. 

Limitations  to  the  use  of  the  manufacturers'  agent 

From  the  manufacturers'  point  of  view,  an  agent  sales  force  involves 
some     limitations.     Some     of    these     disadvantages    are    as    follows: 

(1)  Cost.-- Although  the  suggestion  has  been  made  that  the  use  of  an 
agent  sales  force  may  be  less  expensive  than  a  company  sales  force, 
the  comparative  economy  of  the  two  types  of  sales  representation 
depends  upon  the  volume  of  business  that  can  be  obtained  from  a  given 
trading  area.  Manufacturers  with  a  wide  line  of  established  products 
which  are  in  an  advanced  stage  of  sales  development  may  find  the  cost 
of  manufacturers'  agents  excessive.  After  a  given  volume  of  trade 
has  been  attained,  manufacturers'  salaried  salesmen  may  be  employed 
at  less  cost  as  a  percent  of  sales.  Particularly  in  times  of  strong 
markets,  company  salesmen  appear  more  economical  in  expense  per 
dollar  of  sales . 

(2)  Lack  of  control. --The  manufacturer  does  not  have  the  same 
control  over  an  agent  sales  force  that  he  has  over  his  own  salesmen. 
The  manufacturer  can  control  the  major  policies  and  procedures  of 
the  agent  but  has  trouble  in  controlling  the  agent's  detailed  activities. 
This  lack  of  control  is  an  inherent  limitation.  The  agent  is  in  business 
for  himself,  and  thus  is  responsible  for  guiding  the  daily  operations  of 
his  establishment.  As  a  result,  the  client  manufacturer  cannot  route 
salesmen  or  control  sales  demonstrations,  the  length  of  the  work  day 
and  work  week,  the  frequency  of  salesmen's  calls,  the  amount  of 
services    rendered,   the    selection   of   subagents    and   similar   matters. 
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(3)  Partial  representation. --The  manufacturer  who  uses  an  agent 
sales  force  obtains  only  a  portion  of  the  agent's  time.  Obviously,  each 
client  must  share  the  selling  efforts  of  the  agent  with  other  manufac- 
turers. This  limitation  may  prohibit  maximum  coverage  of  a  given 
territory  and  the  continuous  promotion  of  the  one  line.  One  sales 
manager  believed  that  his  company  received  no  more  than  fifteen 
minutes  active  selling  time  per  day  from  each  agent.  This  company,  in 
the  process  of  transition  from  agents  to  its  own  salesmen,  felt  that 
the  amount  of  time  devoted  to  selling  the  company's  product  in  each 
territory  would  be  quadrupled  merely  by  replacing  agents  with 
company  salesmen.  Certainly,  the  amount  of  creative  selling  time 
could  be  increased.  The  manufacturer,  in  addition,  cannot  always 
control  the  number  of  lines  his  agents  carry.  If  the  manufacturer  is 
interested  in  increasing  the  amount  of  selling  effort  on  his  company's 
product,  then  salesmen  can  better  provide  this  result. 

(4)  Obtaining  maximum  market.- -Opportunities  to  obtain  maximum 
market  potential  may  be  jeopardized  partly  as  a  result  of  multiple 
lines,  the  manufacturer  may  be  unable  to  obtain  maximum  sales  from  a 
given  territory.  In  addition,  the  manufacturer  runs  the  risk  that  the 
agent  will  deliberately  refrain  from  securing  maximum  sales  volume 
due  to  a  fear  that  the  manufacturer  will  replace  the  agent  with  a 
salesman  when  a  certain  volume  of  business  has  been  attained.  Proper 
selection  of  agents,  complete  understanding,  and  explicitly  stated 
objectives  may  minimize  the  likelihood  of  such  a  possibility.  Yet,  this 
risk  must  be  faced  when  agent  representation  is  used. 

(5)  Less  stability.- -Should  the  agent  choose  to  discontinue  his 
relationship  with  the  principal,  the  manufacturer  may  find  that  the 
agent  is  able  to  shift  a  substantial  volume  of  the  trade  to  the  products 
of  another  manufacturer.  While  this  may  not  always  be  a  significant 
factor,  the  manufacturer  is  unlikely  to  retain  the  same  volume  of  trade 
immediately  after  the  loss  of  a  competent  agent.  Such  an  issue  is  less 
significant  with  salesmen  because  they  must,  of  necessity,  primarily 
promote  their  company  and  its  products.  Sales  volume  gained  by  the 
manufacturers'  agent,  however,  may  have  been  inspired  more  by 
personal  prestige  and  acceptance  than  by  product  acceptance. 

(6)  Direct  contact  with  buyers  more  difficult. --The  manufacturer 
normally  desires  to  be  as  closely  associated  with  buyers  as  possible. 
A  sound  marketing  plan  begins  with  a  consumer  or  user  and  is  based 
upon  his  needs  and  desires.  When  a  manufacturer  uses  an  agent  sales 
force,  he  removes  himself  one  more  step  from  his  customer.  More 
difficulty  is  then  experienced  in  closely  observing  market  conditions, 
buying  habits,  and  customer  needs  or  preferences. 

Thus,  the  manufacturer  faces  limitations  in  the  use  of  an  agent  sales 
force  as  well  as  receiving  special  benefits.  Proper  utilization  of  agents, 
then,  depends  upon  the  individual  situation  and  conditions,  and  requires 
a  balancing  of  the  various  factors  involved. 


CHAPTER  VII 
SUMMARY  AND  CONCLUSIONS 


This  study  is  an  institutional  analysis  concerned  with  one  type  of 
intermediary  in  the  wholesaling  structure- -the  manufacturers'  agent. 
An  attempt  has  been  here  made  to  analyze  the  manufacturers'  agent  as 
a  marketing  institution  so  as  to  present  a  picture  of  the  role,  scope,  and 
economic  significance  of  this  type  of  marketing  agency. 

This  discussion,  the  concluding  statement,  proceeds  by  first  review- 
ing the  findings  of  the  study .  Throughout  the  summary,  conclusions  are 
drawn  wherever  deemed  appropriate.  Then,  the  limitations  to  the  find- 
ings are  observed,  particularly  with  respect  to  the  Census  tabulations 
herein  presented.  Next,  a  limited  appraisal  is  made  of  the  Census 
approach,  objectives  and  procedures  incident  to  these  limitations  .Such 
recommendations,  as  are  believed  appropriate,  are  made  for  the 
improvement  of  Census  techniques  .  Last,  the  role  of  the  manufacturers' 
agent  in  the  future  is  prophesied. 

Summary  of  Statistical  Findings,  The  Manufacturers' Agent,  1929-1948 

Competitive  position 

(1)  Manufacturers'  agents'  position  within  the  wholesaling  struc- 
ture.-- Manuf actur e r s '  agents  have  varied  as  a  percentage  of  all 
wholesale  establishments  operated  from  3.7  percent  to  4.9  percent. 
The  agents'  largest  percentage  of  wholesale  businesses  enumerated  was 
acquired  in  1939  and  the  lowest  in  1948.  The  agents'  share  of  total 
wholesale  sales  has  ranged  from  1.8  percent  to  2.6  percent.  The 
greatest  share  of  the  trade  was  obtained  in  1929  and  the  smallest 
percentage  of  the  market  was  acquired  in  1935.  From  the  standpoint  of 
both  establishments  and  sales,  the  agents'  competitive  position  in  1948, 
as  related  in  1939,  was  weakened. 

(2)  Relationship  of  agents  with  and  without  stocks  .--Agents  without 
stocks  have  predominated  and  outnumbered  agents  with  stocks  about 
four  to  one.  Proportionally  fewer  agents  carried  stocks  in  1948  than 
in  1939.  In  1939  agents  without  stocks  made  up  80.5  percent  of  estab- 
lishments. In  1948  a  slightly  greater  percentage  of  agents  did  not  own 
stocks  (84.3  percent). 

(3)  Manufacturers'  agents'  position  within  the  agent-broker  struc- 
tured-Wholesale institutions  that  do  not  take  title  to  the  goods  in  which 
they  deal,  in  which  the  manufacturers'  agent  is  included,  generally 
are  utilized  in  the  marketing  system  under  somewhat  different  circum- 
stances than  merchant  wholesalers.  The  manufacturers' agent  exhibits 
different  growth  characteristics  when  his  position  is  related  to  all 
such  agent  intermediaries. 

Manufacturers'  agents  operated  38.0  percent  of  establishments 
maintained  by  this  group  in  1929  and  accounted  for  12.5  percent  of  the 
net  sales.  Twenty  years  later,  in  1948,  manufacturers' agents  operated 
37.1  percent  of  agent-broker  units  enumerated  and  transacted  12.2 
percent  of  sales  negotiated.  In  the  intervening  years,  fluctuations  in 
the   proportion  of  sales'  and   establishments   was  experienced;  yet  the 
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position  held  at  the  beginning  and  end  of  the  period  was  almost  identical. 
The  implication  is  that  the  manufacturers'  agent  is  approaching  a  state 
of  maturity  within  the  agent-broker  structure. 

(4)  Trends  affected  when  manufacturers'  agents  and  selling  agents 
are  combined.-- The  Census  recommends:  "When  making  comparisons 
with  previous  censuses,  it  is  suggested  that  manufacturers'  agents  and 
selling  agents  be  combined."1  When  this  suggestion  is  followed,  the 
growth  pattern  is  substantially  similar  to  that  of  the  manufacturers* 
agent  considered  exclusively.  The  low  point  of  the  combined  agents 
market  position,  however,  was  reached  in  1948  rather  than  1935.  The 
number  of  establishments  operated  followed  the  same  pattern  as  that 
established  by  net  sales.  Fluctuations  were  quite  nominal,  ranging 
from  6.0  percent  (1929)  to  5.2  percent  (1948)  of  all  establishments 
organized  to  carry  on  wholesale  trade.  The  portion  of  wholesale  sales 
ranged  from  6.3  percent  in  1929  to  5.0  percent  in  1948.  Thus,  when 
data  for  manufacturers'  agents  and  selling  agents  are  combined,  the 
growth  pattern  of  establishments  and  sales  is  not  basically  altered 
from  that  experienced  by  the  manufacturers'  agent. 

Employment,  pay  roll, and  stocks 

Personnel,  pay  roll,  and  stocks  from  1935  to  1948  have  rather  con- 
sistently increased  in  absolute  amounts.  The  number  of  persons  engaged 
in  agent  trade,  however,  has  leveled  off  at  about  three  persons  per 
establishment,  including  proprietors  or  firm  members  and  employees. 
Sales  per  employee  have  substantially  increased  after  alow  of  $53,750 
of  sales  per  paid  employee  in  1935,  reaching  $213,072  in  1948.  In- 
creased sales  productivity  has  been  reflected  in  pay  roll  costs.  Yearly 
pay  roll  as  a  percent  of  annual  sales  has  consistently  decreased  from 
a  high  of  3.7  percent  in  1929  to  2.0  percent  in  1948.  Although  pay  roll 
costs  per  sales  dollar  have  consistently  decreased,  the  average  wage 
or  salary  per  paid  employee  has  been  increasing  since  1935,  reaching 
a  high  of  $4,3 12  per  year  for  each  employee  engaged  by  manufacturers' 
agents  in  1948,  which  is  above  the  average  of  all  wholesale  employees. 
Employment  and  pay  roll  of  manufacturers'  agents  generally  exhibit 
seasonal  stability.  A  slight  seasonal  peak  was  reached  in  the  month  of 
November  in  both  1939  and  1948,  as  was  true  of  wholesale  trade  in 
general,  yet  seasonal  fluctuations  in  agents'  employment  is  believed  to 
be  less  than  is  true  of  wholesale  trade  in  general. 

Manufacturers'  agents,  in  aggregate,  are  now  able  to  operate  on  a 
smaller  inventory  per  dollar  of  sales.  Year-end  inventories,  at  cost 
value,  have  decreased  in  relation  to  net  sales  with  each  census  year 
from  a  high  of  2.8  percent  in  1929  to  0.3  percent  in  1948.  Also,  fewer 
establishments  carried  stocks  in  1948,  relative  to  the  total,  than  was 
true  in  1939. 

Geographic  distribution  of  trade 

(1)  Geographic  divisions.-- The  East  North  Central  States  of  Ohio, 
Indiana,  Illinois,  Michigan,  and  Wisconsin  comprise  the  most  important 
geographic  division  as  a  center  of  trade  for  manufacturers'  agents. 
This  division  was  the  locus  of  one-third  of  all  agent  trade  and  housed 
almost  a  like  proportion  of  the  establishments.  When  the  Middle 
Atlantic  Division,  second  ranking,  and  the  Pacific  Coast  States  are 
added    to    the    above    East    North    Central   States   the  combined  areas 


1  16th  Census  of  United  States:  1940  Census  of  Business  1939,  Vol. 
II.  Wholesale  Trade  (Washington:  Government  Printing  Office,  1942, )p. 
34. 
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account  for  more  than  two-thirds  of  the  establishments  and  almost 
three-fourths  of  agent  trade.  When  1948  data  are  compared  with  1939, 
the  East  North  Central  Division  shows  up  the  most  favorably  both  as 
to  number  of  establishments  operated  and  volume  of  trade.  Using  1929 
as  a  base,  however,  the  West  South  Central  area  shows  the  largest 
percentage  gain  in  establishments  and  sales. 

(2)  States.- -Within  the  geographic  areas,  New  York,  Illinois,  Michi- 
gan, California,  and  Ohio,  respectively  were  the  most  important  centers 
of  trade.  These  five  States  accounted  for  57.0  percent  of  all  places  of 
business  and  62.2  percent  of  national  sales  in  1948.  At  the  other 
extreme  four  States  did  not  possess  any  establishments.  Since  1939, 
some  shifting  in  relative  importance  of  the  various  States  has  taken 
place.  Illinois,  Michigan,  Ohio,  Texas,  and  Minnesota  have  increased 
in  importance  as  centers  of  agent  trade.  When  considering  the  entire 
period,  1929  to  1948,  New  Jersey,  Georgia,  and  North  Carolina,  and 
the  District  of  Columbia  have  also  shown  surprising  increases  in 
agent  trade.  Agents  with  stocks  were  generally  more  dispersed  than 
agents  without  stocks,  showing  less  concentration  in  the  principal 
States  than  was  true  of  agents  without  stocks.  California  led  all  States 
in  number  of  manufacturers'  agents  with  stocks  and  in  volume  of  trade 
by  this  type  of  agent.  Generally,  there  was  not  as  much  disposition 
among  agents  in  any  geographic  division  to  carry  stocks  in  1948  as 
was  true  in  1939. 

(3)  Cities.- -Manufacturers'  agent  trade  and  establishments  are 
concentrated  in  the  larger  cities.  This  would  indicate  that,  as  a  group, 
these  agents  are  not  principally  involved  in  serving  marginal  markets, 
geographically,  as  has  frequently  been  believed.  Certain  large  market 
areas  served  by  manufacturers'  agents,  however,  may  be  marginal  to 
particular  manufacturers  due  to  the  long  distance  from  production 
facilities  and  the  cost  of  marketing  incident  thereto. 

The  five  largest  cities,  from  the  point  of  view  of  agent  establish- 
ments, are  New  York,  Chicago,  Los-  Angfeles,  Detroit,  and  San 
Francisco,  in  order  of  rank;  these  cities  accounted  for  45.1  percent  of 
the  establishments  and  over  one-half  (52.1  percent)  of  the  agent  trade 
in  1948.  In  the  same  year,  three-fourths  of  all  agent  trade  was 
transacted  by  establishments  located  in  the  17  cities  with  population  of 
more  than  500,000  in  1950. 

Establishments  located  in  the  major  population  centers  averaged 
greater  sales  volume  per  unit  than  those  located  in  the  smaller  com- 
munities and  rural  areas.  Agents  in  the  large  and  small  cities,  however, 
tended  to  show  about  the  same  ratio  of  paid  employees  per  establish- 
ment, although  personnel  employed  by  agents  in  the  large  cities 
received  somewhat  higher  wages  and  salaries.  Manufacturers'  agents 
without  stocks  show  a  greater  large-city  concentration  than  agents 
with  stocks. 

Within  the  twenty-five  cities  analyzed,  some  shifts  have  taken  place 
in  the  relative  importance  of  particular  cities  as  centers  of  agent  trade. 
These  shifts  have  not  been  restricted  to  any  particular  geographic 
area,  but  rather  embraced  the  country  as  a  whole.  Taking  the  twenty- 
five  cities  as  a  group,  the  degree  of  concentration  of  agents  in  these 
centers  increased  from  1939  to  1948;  concentration  in  1948,  neverthe- 
less, varied  only  about  1  percent  in  both  establishments  and  sales  from 
the  1929  level.  Concentration  of  agents  in  large  urban  centers  is  even 
more  pronounced  when  measured  on  a  metropolitan  area  basis  rather 
than  by  city  corporate  limits. 
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Manufacturers'  agents'  trade  by  kinds  of  business 

Analysis  of  manufacturers'  agent  trade  by  kind  of  business  reveals 
machinery,  equipment,  and  supplies  as  the  most  important  trade  group. 
Agents  engaged  in  distributing  this  major  type  of  product  accounted  for 
one-fourth  of  all  establishments  and  one -fifth  of  the  total  trade  in  1948. 
Dry  goods  and  apparel,  and  electrical  goods  were  second  and  third  in 
sales  importance  as  major  trade  groups.  These  three  major  trade 
groups  contributed  approximately  one-half  of  the  places  of  business 
and  accounted  for  a  similar  proportion  of  the  trade.  This  degree  of 
line  specialization  is  more  pronounced  than  is  generally  true  among 
major  wholesale  types  of  operation. 

When  detailed  kinds  of  business  are  studied,  agents  specializing  in 
the  distribution  of  industrial  machinery,  equipment,  and  supplies  are 
easily  the  most  important.  Such  agents  operated  almost  double  the 
number  of  establishments  and  transacted  about  one-third  more  trade 
than  agents  in  any  other  detailed  kind  of  business.  Electrical  apparatus 
and  wiring  supplies  was  second  in  importance  as  a  detailed  kind  of 
business,  with  automotive  equipment,  tires,  and  tubes  ranking  third. 
These  three  detailed  trades  operated  slightly  less  than  one-third 
(30.8  percent)  of  the  establishments  and  accounted  for  the  same 
proportion  of  trade  (30.8  percent).  Clothing,  furnishings,  and  footwear; 
iron  and  steel  products;  and  hosiery,  underwear,  and  piece  goods  were 
important  kinds  of  business.  Thus  six  detailed  trades  out  of  the 
thirty- six  kinds  of  business  shown  accounted  for  half  of  the  total 
trade  (49.7  percent)  and  almost  as  many  establishments  (47.2  per- 
cent). 

Manufacturers'  agents  with  stocks  tend  to  show  a  proportionally 
heavy  concentration  in  a  few  lines  of  trade  and  are  relatively  in- 
significant in  others.  For  all  kinds  of  business,  agents"  with  stocks 
operated  only  15.7  percent  of  the  places  of  business  and  transacted 
a  similarly  small  (15.1)  percent  of  the  trade;  yet  such  agents  were 
substantially  more  significant  in  commercial  equipment  and  supplies, 
nonlumber  construction  materials,  industrial  chemicals,  paints  and 
varnishes,  construction  equipment,  industrial  machinery,  farm  and 
dairy  equipment,  and  plumbing  and  heating  equipment.  Thus,  manu- 
facturers' agents  with  stocks  tend  to  be  clustered  in  the  industrial 
goods  lines,  probably  reflecting  the  necessity  of  industrial  purchasers 
■for  immediate  accessibility  to  parts  inventories  and  a  lesser  need  of 
immediate  delivery  on  the  part  of  buyers  of  goods  for  resale. 

Several  different  approaches  can  be  used  in  making  historical 
comparisons  of  the  trade  of  manufacturers'  agents  by  kind  of  business. 
When  agent  growth  from  1929  to  1948  is  considered  in  relation  to  that 
of  merchant  wholesalers  and  all  agents  and^brokers,  the  confectionery, 
service  establishment  equipment,  nonferrous  metals,  hardware,  plumb- 
ing and  heating  equipment,  and  electrical  appliances  and  specialties 
trades  made  the  best  showing  among  the  detailed  kinds  of  business. 
The  manufacturers'  agent  share  of  the  combined  sales  of  merchant 
wholesalers,  manufacturers'  branches  and  offices,  and  all  agents  and 
brokers  by  detailed  kinds  of  business  was  observed  for  1939  and  1948. 
When  changes  in  manufacturers' agent  trade  by  kinds  of  business  are  so 
studied,  the  confectionery,  clothing  and  allied  apparel,  electrical 
apparatus  and  wiring  supplies,  hardware,  nonferrous  metals,  and 
jewelry  trades  show  up  most  favorably. 

The  observation  was  made  that  the  manufacturers'  agent  is  prin- 
cipally an  industrial  marketing  institution.  The  data  showed  rather 
conclusively  that  the  volume  of  transactions  involving  industrial  goods 
is  more  than  double  that  of  consumers  goods.  In  addition,  the  evidence 
appears  to  justify  the  estimate  that  at  least  three-fourths  of  all  sales 
are  of  an  industrial  nature. 
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Size  characteristics 

(1)  Number  of  establishments  operated  under  one  ownership.-- The 
manufacturers'  agent  is  basically  a  one  establishment  marketing 
institution.  Single-unit  establishments  dominate  all  areas  of  trade-- 
establishments,  sales,  personnel,  pay  roll,  and  stocks.  The  multiunit 
establishments,  however,  have  larger  average  annual  sales,  employ 
more  persons,  pay  higher  wages  and  salaries,  and  own  more  stocks 
per  establishment  than  agents  operating  only  one  place  of  business. 
Close  inspection  of  available  information  suggests  that  branch  or 
chain  operation  is  unusual.  Expansion  by  means  of  product  diversifi- 
cation appears  to  be  more  beneficial,  than  horizontal  integration,  or 
at  least  has  been  more  widely  accepted  by  these  agents. 

(2)  Employee  size.- -Manufacturers'  agents  are  small  firms  em- 
ploy ee^^iseT^ver~~one- third  of  the  establishments  had  no  paid  em- 
ployees and  over  four-fifths  of  the  houses  had  three  or  fewer 
employees.  Pay  roll  costs  as  a  percent  of  sales  consistently  increase 
with  additional  employees.  Average  annual  earnings  per  employee 
were  highest  in  firms  of  medium  size.  The  preponderance  of  firms 
in  the  smaller  employee-size  groups  was  general  in  the  various  kinds 
of  business,  although  firms  of  larger  size  tended  to  be  clustered  in  the 
industrial  goods  trades. 

(3)  Sales  size. --Analysis  of  manufacturers'  agents  by  sales-size 
reveals  that  the  average  establishment  in  1948  transacted  $465,212 
of  business,  but  sales  volume  of  about  $140,000  was  more  common 
among  agents.  Viewed  from  dollar  sales  per  establishment,  the  manu- 
facturers' agent  appears  to  be  a  modest  sized  wholesale  institution. 
Only  3.5  percent  of  the  establishments  had  sales  of  $2,000,000  or 
more  in  1948;  such  establishments  were  concentrated  in  the  automo- 
tive, tires,  and  tubes;  electrical  apparatus,  wiring  supplies;  and  iron 
and  steel  products  trades.  Although  the  larger  establishments  generally 
employed  more  persons  per  establishments,  had  greater  sales  per 
employee,  lower  pay  roll  costs,  and  owned  larger  stocks  than  their 
smaller  counterparts,  this  was  not  true  for  all  kinds  of  business. 
Manufacturers'  agents,  it  is  believed,  experience  some  economies  of 
large  scale  operation—as  sales  increase,  operating  expense  ratios 
tend  to  decrease  rather  consistently. 

Class-of-customer    analysis 

The  principal  type  of  buyer  served  by  manufacturers'  agents  is  the 
industrial  user.  Considerable  variation  as  to  the  relative  importance  of 
the  different  classes  of  customers  exists  between  particular  lines  of 
trade  or  kinds  of  business.  Inasmuch  as  the  agent  tends  to  be  a  sub- 
stitute for  the  manufacturer's  own  sales  force,  the  classes  of  cus- 
tomers solicited  by  the  agent  tend  to  be  the  same  as  would  be  called  on 
by  company  salesmen.  The  large  agents  made  about  three-fourths  of 
their  sales  to  industrial  users,  and  agents  with  stocks  served  this  type 
of  buyer  proportionally  more  than  agents  without  stocks. 

Transactions-negotiated  analysis 

The  evidence  is  clear  that  the  manufacturers'  agent  is  in  business 
primarily  to  sell  merchandise  for  his  principal  rather  than  to  stimulate 
sales  for  his  own  account.  Of  the  establishments  analyzing  their  trade, 
81.1  percent  negotiated  sales  for  others  only.  These  firms  did  80.9 
percent   of  the  total  business  of  all  establishments.  Agents  negotiating 


126  THE  MANUFACTURERS' AGENT  AS  A  MARKETING  INSTITUTION 

both  for  others  and  for  their  own  account  made  up  18.9  percent  of  the 
establishments  and  transacted  19.1  percent  of  the  business  done  by  the 
reporting  establishments.  Thus  only  about  one-fifth  of  the  agent 
establishments  participated  in  sales  for  their  own  account.  Of  the 
firms  doing  some  merchant  business,  only  about  one -eighth  of  their 
sales  were  made  for  their  own  account. 

Transactions  negotiated  for  others'  accounts  amounted  to  97.6  per- 
cent of  the  sales  of  all  manufacturers'  agents.  Thus,  transactions 
negotiated  on  a  merchant  basis  for  the  agents'  own  accounts  are 
negligible,  relative  to  the  total  volume  of  trade.  These  figures  are 
even  more  impressive  when  it  is  remembered  that  a  substantial 
portion  of  many  agents'  merchant  sales  consists  of  repair  parts  handled 
for  the  convenience  of  customers.  As  a  result,  the  evidence  shows 
conclusively  that  the  agent's  principal  function  has  been  to  act  as  a 
sales  representative  for  his  principal,  rather  than  to  conduct  any 
significant  volume  of  business  for  his  own  account. 

Legal  form  of  organization 

Manufacturers'  agents  are  predominantly  unincorporated  businesses. 
In  1948  unincorporated  concerns  (individual  proprietorships  and 
partnerships  combined)  operated  more  than  four -fifths  of  the  establish- 
ments and  conducted  three-fourths  of  the  trade.  There  were  four  times 
as  many  proprietorships  as-partnerships.  Corporate  enterprises  were 
somewhat  fewer  (15.1  percent  of  all  establishments)  than  partnerships, 
but  contributed  one -fourth  of  the  sales.  No  other  legal  forms  of 
organization  are  found  among  manufacturers'  agents.  In  aggregate,  in- 
dividual proprietorships  are  thus  the  most  impressive  form  of  legal 
organization.  Proprietorships  operate  the  largest  number  of  establish- 
ments, conduct  the  most  trade,  and  provide  employment  for  the  largest 
number  of  paid  employees.  When  related  to  individual  establishments, 
incorporated  firms  operated  much  the  more  impressive  places  of 
business.  Corporations  operate  the  largest  establishments,  as 
measured  by  both  sales  and  employee  size,  meet  the  largest  pay  roll 
per  establishment,  and  own  the  most  stockper  establishment.  Relative 
to  all  kinds  of  business  combined,  the  individual  proprietorship  held  a 
preponderant  position  in  consumer  goods  lines,  while  the  corporation 
was  a  stronger  competitor  in  the  industrial  trades. 

Age  of  establishment  or  year  acquired  by  present  owner 

The  manufacturers'  agent  shows  a  rather  surprising  longevity- - 
continuous  operation  under  one  ownership  —  comparing  very  favorably 
in  this  respect  with  all  wholesale  establishments.  Slightly  more  than 
one-third  of  the  firms  operating  at  the  end  of  1948  were  established 
ojt  acquired  by  1948  owners  in  the  postwar  period.  An  additional  16.6 
percent  were  wartime  acquisitions,  leaving  about  one-half  of  the  agent 
establishments  in  business  December  31,  1948,  as  established  or 
acquired  prior  to  1942. 

Commission  rates 

Rates  of  commissions  received  by  agents  vary  considerably  with  the 
nature  of  the  product,  the  market,  the  individual  firm,  and  the  nature 
of  the  selling  activities.  The  more  functions  and  activities  carried  on 
by  the  agent  and  the  more  the  sale  is  surrounded  by  difficulties,  the 
greater  the  rate  of  compensation.  Reflecting  this  observation,  com- 
missions received  by  manufacturers'  agents  in  1948  ranged  from  less 
than  2  percent  to  more  than  20  percent  of  sales.  In  addition  to  the  effect 
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on  commissions  of  the  functions  to  be  performed,  there  was  a  close 
correlation  between  rates  of  remuneration  and  the  sales  volume  of 
establishments.  Commissions  varied  inversely  with  sales- -the  higher 
the  volume  of  trade,  the  lower  the  rate  of  commission.  The  age  of  the 
establishments,  as  reflected  by  the  date  established  or  acquired  by 
1948  owners,  also  was  related  to  commissions.  Generally  speaking, 
newer  establishments  received  higher  commissions  than  the  older 
establishments,  although  not  in  all  lines  of  trade.  It  is  believed  that 
the  higher  commission  rate  is  a  reflection  of  size  and  its  pertinent 
implications  as  well  as  the  fact  that  recently  organized  establishments 
commonly  find  difficulty  in  obtaining  established  lines--at  least  in 
currently  fertile  territories.  Commission  rates,  as  reported  by  the 
establishments,  were  higher  for  those  transacting  sales  both  on  their 
.own  account  and  for  others  than  for  agents  who  negotiated  for  others 
only.  Few  meaningful  conclusions  can  be  drawn  from  examining  rates, 
however,  unless  the  commission  is  related  to  the  specific  sales 
problem  to  be  met  by  a  particular  company. 

Summary  of  Case  Findings 

Territories 

The  manufacturers'  agent  usually,  if  not  always,  sells  in  an  exclusive 
sales  territory.  Territories  among  agents  show  little  uniformity.  As 
would  be  expected,  a  number  of  factors  influence  the  size  of  the 
territory  covered  by  the  given  agent,  including:  the  type  of  product, 
class  of  customers  sold,  amount  of  service  to  be  rendered,  stage  of 
sales  development  of  the  product,  degree  of  competition,  political 
boundaries,  trade  areas,  topographical  conditions,  strength  and  size  of 
the  individual  agent,  number  of  buyers,  and  sales  policies  of  the 
principal.  It  is  important  that  the  territory  be  allocated  on  the  basis 
of  a  predetermined  plan.  Territories  must  thus  be  designed  from  the 
point  of  view  of  the  pertinent  factors  and  problems  affecting  the 
manufacturer,  with  consideration  given  to  the  individual  requirements 
and  policies  of  the  agent.  Territories  established  in  any  other  way 
frequently  reduce  sales  effectiveness,  both  for  the  principal  and  his 
agent. 

Product 

(1)  Number  of  manufacturers  represented.- -  The  case  interviews 
disclosed  a  wide  variation  among  manufacturers'  agents  as  to  the 
number  of  client  manufacturers  represented.  Number  of  principals 
ranged  from  as  low  as  two  to  as  many  as  twenty-five.  Factors  affecting 
the  number  of  lines  handled  include  the  following:  preference  of  the 
individual  agent,  size  of  his  establishment,  type  of  product  handled, 
class  of  customer  sold,  frequency  of  sale,  degree  of  services  rendered, 
age  of  establishment,  number  of  years  the  principal  has  been  in 
business,  the  breadth  of  the  principal's  lines,  degree  of  control 
exercised  by  the  principal  in  limiting  the  agents'  lines,  volume  of 
trade,  and  profitability  from  individual  products  and  lines. 

Manufacturers'  agents  occasionally  handle  the  entire  line  of  products 
produced  by  the  client  manufacturer,  sometimes  only  a  portion,  and 
sometimes  only  one  product.  The  decision  as  to  the  portion  of  the 
client  manufacturers'  lines  to  be  carried  is  normally  beyond  the 
control  of  the  agent. 

.(2)  Sources  and  methods  by  which  agents  acquire  lines. --Agents 
acquire    lines    as  a  result  of  having  handled  the  line  while  a  salesman, 
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having  established  a  reputation  as  a  capable  salesman,  being  recom- 
mended by  other  agents,  acquiring  lines  discontinued  by  other  agents, 
obtaining  lines  of  manufacturers  who  do  not  have  representation  in  the 
territory,  being  selected  to  represent  a  manufacturer  initiating  a 
marketing  program,  receiving  a  request  from  a  manufacturer  to 
provide  representation,  advertising,  and  using  the  placement  services 
of  tta.de  associations  and  Chambers  of  Commerce. 

(3)  Product  diversification.- -No  uniformity  of  policy  as  to  product 
diversification  was  observed.  Agents  add  lines  for  any  one  or  more  of 
the  following  reasons:  to  replace  the  loss  of  the  line,  to  supply  a  known 
need  among  buyers  for  a  new  type  of  product,  to  achieve  a  balanced 
group  of  products  destined  for  the  same  market.,  to  replace  an  inferior 
line,  to  replace  products  or  materials  in  short  supply,  to  overcome 
seasonal  variations,  to  minimize  cyclical  fluctuations,  to  provide  a 
broader  base  over  which  to  spread  overhead  costs,  and  to  increase 
profits. 

Generally,  prior  to  adding  lines,  agents  seek  certain  prerequisites 
on  the  part  of  the  manufacturer.  Definite  preference  is  expressed  for 
a  manufacturer  who  is  well  established  in  the  trade  and  whose 
products  are  in  an  advanced  stage  of  sales  development.  The  manu- 
facturer should  be  in  a  strong  financial  condition  so  that  adequate 
production  capacity  can  be  acquired  and  maintained.  The  sales 
policies  of  the  principal  should  be  similar  to  those  followed  by  the 
agent,  and  a  principal  who  can  demonstrate  high  ethical  standards  is 
preferred. 

(4)  Product  turnover.- -Product  turnover  is  perhaps  the  agent's 
greatest  risk.  While  the  agent  does  notfacethe  inherent  risk  attendent 
to  ownership  of  goods,  he  nevertheless  faces  substantial  risks  in- 
volving the  loss  of  profitable  lines.  The  agent  must  invest  time  and 
money  in  building  salability  for  products  prior  to  the  realization  of 
profits.  The  risk  of  losing  such  an  investment  may  be  substantial 
unless  the  agent  is  able  to  retain  profitable  product  lines  for  a 
relatively  long  period  of  time.  Perhaps  the  greatest  competitive 
problem  faced  by  the  agent  is  the  difficulty  of  acquiring  and  retaining 
profitable  lines. 

Warehousing 

Most  commonly  manufacturers'  agents  do  not  warehouse  goods  from 
which  local  deliveries  are  made.  Through  the  years  agents  have  been 
able  to  operate  with  consistently  lower  levels  of  inventory  or  to  avoid 
handling  stocks  at  all.  Some  of  the  reasons  which  permit  agents  to 
operate  without  inventory,  and  thus  to  avoid  the  warehousing  function 
include  the  following:  speed  with  which  deliveries  can  be  made  from 
manufacturers'  production  facilities,  products  built  to  buyers'  speci- 
fications, the  nature  of  the  product  not  being  conducive  to  warehousing, 
inventories  maintained  by  distributors,  regionally  warehoused  stocks 
provided  by  the  principal,  and  responsibility  for  adequate  repair  parts 
shifted  to  others.  No  one  factor  can  explain  the  agents  ability  to  conduct 
his  operations  with  smaller  inventories.  Rather,  a  number  of  factors 
are  involved.  Each  one  is  more  or  less  important  in  particular 
instances.  On  the  other  hand,  stocks  are  sometimes  an  integral  part 
of  the  operation  of  manufacturers'  agents  and  a  significant  factor 
contributing  to  the  over-all  success  of  the  individual  agent.  Agents 
tend  to  carry  stocks  when  it  is  expedient  to  do  so  from  a  buyers'point 
of  view,  when  market  conditions  promote  profitable  stock-carrying 
operations,    and   for   display   purposes.    The   impression   was    created, 
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however,  that  the  majority  of  agents  carrying  stocks  do  so  primarily 
as  a  service  to  buyers  rather  than  for  direct  profit.  The  agent  also 
contributes  to  the  warehousing  function  by  handling  pool  and  consoli- 
dated car  shipments,  or  controlling  the  disposition  of  stocks  consigned 
to  a  public  merchandise  warehouse.  While  the  manufacturers' agent  is 
in  large  measure  a  nonstock  wholesale  institution,  it  is  also  true  that 
stocks  are  important  to  some  agents  under  specific  conditions.  Although 
sales  from  stocks  may  constitute  a  minor  part  of  the  agents'  over-all 
trade,  these  sales  may  be  of  fundamental  importance  to  the  organiza- 
tion in  competing  with  other  agents  and  other  wholesalers.  The  need 
for  the  agent  to  carry  inventories  changes  or  fluctuates  with  various 
market  conditions.  From  a  secular  point  of  view,  however,  the  agent 
finds  less  necessity  today  to  carry  stocks  and,  when  the  need  for 
stocks  is  present,  he  is  able  to  operate  with  smaller  levels  of  resale 
inventories. 

Sales 

(1)  Sales  organization. --The  structure  of  most  manufacturers' 
agents  is  not  complex,  but  a  rather  simple  and  informal  organization 
dominated,  in  most  cases,  by  the  entrepreneur.  In  many  cases  the 
owner-proprietor  is  the  only  person  carrying  on  the  sales  function. 
Even  in  cases  where  there  is  more  than  one  person  selling,  the 
relationships  are  still  quite  simple.  When  more  than  one  salesman  is 
employed,  several  different  methods  of  organization  are  used  by 
manufacturers'  agents.  Most  commonly  manufacturers' agents  provide 
for  geographic  specialization  among  salesmen,  although  cases  were 
found  where  the  organization  provided  for  product  and  market  speciali- 
zation. 

(2)  Sales  training. --The  manufacturers'  agent  typically  has  several 
years  related  experience  prior  to  establishing  his  agency.  Upon 
acquiring  new  lines  the  agent  nevertheless  frequently  visits  the  plant 
of  his  client  manufacturer.  From  several  days  to  a  week  or  longer  may 
be  used  to  provide  for  adequate  product  and  sales  training. 

Generally,  only  limited  sales  training  is  given  to  new  employees  of 
the  manufacturers'  agent.  Obviously  the  amount  of  training  varies  by 
the  type  of  product  sold,  the  breadth  of  the  product  line,  the  individual 
establishment,  and  the  individual  qualifications  of  the  new  employee. 
The  length  of  the  training  period  may  vary  from  a  few  days  to  as  long 
as  six  months.  One  definite  observation,  however,  can  be  made.  Such 
training  as  is  given  tends  to  be  very  informal  in  nature  and  primarily 
of  an  "on  the  job"  nature. 

(3)  Dealer  promotion  programs. --Dealer  promotion  programs  are 
normally  an  integral  part  of  agent  activities  when  goods  are  resold  by 
the  customer  of  the  agent.  These  promotion  programs  may  take  many 
different  forms,  all  of  which  are  designed  to  make  the  wholesaler  or 
dealer  a  more  aggressive  and  effective  merchandiser  of  the  agent's 
line.  Such  programs  include  jobber's  sales  meetings,  dealer  advice, 
missionary  sales  assistance,  inventory  control  assistance,  cooperative 
advertising,  and  promotional  aids. 

(4)  Other  sales  policies.- -  The  manufacturers'  agent  generally  does 
a  substantial  amount  of  customer  entertaining.  Apparently  one  of  the 
agent's  most  important  stocks  in  trade  is  his  close  relationship  with 
buyers.  Hence,  to  promote  an  intimate  relationship  with  customers, 
entertaining  is  a  widely  accepted  practice. 
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Manufacturers  quite  frequently  provide  agents  with  sales  and  engi- 
neering assistance.  Such  assistance  is  usually  subject  to  call  by  the 
agent.  In  many  individual  transactions  this  help  is  important,  and  both 
principal  and  representatives  benefit  from  such  service. 

Manufacturers  may  assign  sales  quotas  to  agents.  The  sales  quota 
is  a  doubtful  sales  stimulant  because  no  penalty  is  generally  invoked 
for  failure  to  meet  the  quota,  nor  is  any  bonus  or  premium  available 
for  exceeding  the  quota.  The  quota  is  also  subject  to  limitations 
because  agents  frequently  consider  such  quotas  beyond  the  province  of 
the  client  manufacturer.  The  agent  believes  that,  as  an  individual 
businessman,  his  prerogative  includes  the  right  to  direct  his  business 
according  to  his  judgment. 

Client  manufacturers  sometimes  retain  house  accounts.  When  the 
manufacturer  chooses  to  practice  such  a  policy,  it  is  essential  that 
agent  and  principal  have  a  complete  understanding  from  the  outset  of 
the  relationship  as  to  the  house  accounts  in  the  given  agent's  territory. 
Closer  cooperation  is  probably  promoted  when  the  principal  uses 
moderation  in  this  policy. 

The  principal's  policy  with  respect  to  intensive  versus  extensive 
sales  coverage  (use  of  selective  distribution)  should  be  compatible  with 
that  followed  by  the  representative.  Client  manufacturers  desiring  a  full 
coverage  policy  should  avoid  obtaining  agents  who  practice  selective 
distribution. 

(5)  Commission  payments.- -Policies  with  respect  to  commission 
payments  vary  considerably.  Commissions  are  usually  paid  on  the  10th 
to  the  20th  of  the  month,  following  the  date  of:  receipt  of  the  order, 
invoice,  shipment  of  goods,  or  receipt  of  buyer's  remittance.  Generally, 
however,  the  agent's  commission  is  contingent  upon  buyer's  remit- 
tances, with  commission  statements  being  adjusted  to  reflect  bad  debt 
losses. 

Sales  employees  of  manufacturers'  agents  are  paid  on  various  bases, 
including  salary,  salary  and  bonus,  salary  plus  profit  sharing! and 
straight  commission.  When  the  straight  commission  plan  is  used,  the 
over-all  agency  commission  is  usually  split  with  the  subagent  or  sales 
employee,  the  major  portion  of  the  commission  going  to  the  subagent. 
Agents  receive  their  remuneration  on  a  commission  basis  computed 
on  the  net  amount  of  the  invoice  after  all  trade  discounts,  freight, 
transportation  allowances,  sales  taxes,  c.o.d.  charges,  insurance  and 
the  like  have  been  deducted  by  the  principal. 

Advertising 

Advertising  expenditures  of  manufacturers'  agents  are  definitely 
limited.  The  principal  or  client  manufacturer  usually  assumes  the 
major  responsibility  for  mass  and  class  demand  creation  through 
advertising.  Advertising  programs  of  the  agents  are  definitely  supple- 
mental to  those  of  the  principal.  On  the  other  hand,  most  manufacturers' 
agents  engage  in  some  form  of  advertising,  although  small  expenditures 
are  the  rule.  Types  of  media  used  by  the  agent  in  his  advertising 
program  include,  among  others,  direct  mail,  trade  publications, 
newspaper  advertising,  telephone  directories,  catalogs,  displays  and 
exhibits  at  trade  shows  and  conventions,  demonstrators,  and  advertising 
novelties. 

The  agent  has  an  advertising  obligation  to  his  principal  and  to  his 
customer.  This  obligation  takes  the  form  of  administering  cooperative 
advertising  programs,  use  of  tie-ins  with  national  advertising  at  the 
retail  level,  and  providing  wholesalers  and  retailers  with  merchandise 
and  demonstrators  at  trade  shows  or  exhibits. 
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Service 

The  quality  of  service  rendered  by  agents  in  many  lines  of  trade  is 
extremely  important.  Presale  service  as  well  as  postsale  service  is 
oftentimes  necessary.  Presale  service  rendered  includes  cost  analysis, 
plant  layout,  design  of  installations,  recommendations  as  to  product 
applications,  and  determination  of  the  class  of  product  best  suited  to 
buyer's  needs.  Postsale  services  rendered  include  installation, 
maintenance,  repairs,  deferred  follow-up  service,  and  the  training  of 
operators,  dealer's  salesmen,  and  repair  service  men.  In  addition,  the 
agent  frequently  makes  the  monetary  adjustments  necessary  on  faulty 
merchandise  and  expedites  shipment  and  installation.  The  agent  can 
recover  the  cost  of  such  services  rendered  by  any  one  of  several 
different  plans.  The  service  cost  may  be  included  in  the  price  of  the 
product  to  the  user,  being  offset  by  the  agent's  normal  commission 
rate,  or  a  separate  charge  may  be  made  for  services.  Regardless  of 
the  method  used  for  covering  service  expense,  the  total  cost  of 
rendering  that  service  must  be  recovered  either  in  the  commission 
rate  or  by  special  charges  or  by  both.  Such  services  appear  to  be 
substantially  more  important  in  the  distribution  of  industrial  goods 
than  in  consumer  goods  lines. 


Pr 


icing 


The  study  bears  out  the  generally  accepted  notion  that  the  manufac- 
turers' agent  has  limited  authority  over  prices  and  terms  of  sale.  At 
one  extreme,  the  agent  has  no  control  whatsoever  over  prices  and 
terms  of  sale  to  be  offered  buyers.  At  the  other,  the  agent  has  con- 
siderable latitude  or  freedom  in  quoting  prices  to  buyers.  Ordinarily, 
however,  pricing  authority  granted  to  the  agent  is  very  limited.  The 
agent's  opportunity  to  influence  prices  may  result  from:  the  delegation 
of  authority  to  submit  competitive  bids,  the  agent's  freedom  to  add  on 
desired  or  obtainable  margins,  provision  of  a  small  leeway  to  meet 
competitive  prices,  acceptance  of  lower  commission  rates,  the  agent's 
discretion  as  to  the  particular  functional  discounts  to  be  given  buyers, 
the  agent's  negotiation  of  purchase  prices,  and  his  transr-  ttal  of 
competitor's  prices  to  the  client  manufacturer. 

The  conclusion  was  reached  that  it  appeared  prudent  for  the  manufac- 
turer to  retain  the  major  responsibility  for  establishing  prices  and 
terms  of  sale,  and  to  grant  only  a  minimum  of  flexibility  to  the  agent 
as  regards  prices. 

Credit 

Except  on  own-account  sales  the  manufacturers'  agent  usually  has 
no  ultimate  or  legal  responsibility  for  the  granting  of  credit.  Usually, 
if  not  always,  credit  extensions  are  subject  to  final  review  and 
approval  by  the  principal.  Also,  full  responsibility  for  all  collections 
rests  with  the  principal.  The  agent,  however,  generally  facilitates  the 
credit  function  for  his  principal  by  investigating  and  recommending 
credit  and  by  assisting  in  the  collection  of  delinquent  accounts.  Although 
not  necessarily  legally  obligated  to  perform  such  service,  the  agent 
usually  does  so  because  his  commissions  may  be  contingent  upon 
buyer's  payments,  because  his  personal  interest  lies  in  maintaining 
active  accounts  and  as  a  service  to  the  principal  in  recognition  of 
mutual  dependency. 

Competition 

The  manufacturers'  agent  is  believed  to  face  his  greatest  competition 
from  manufacturers   who   choose    to   distribute   products    by  means  of 
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their  own  sales  force.  The  advantage  to  the  manufacturers  in  using 
representatives  in  place  of  his  own  sales  force  include  the  following: 
predetermined  selling  expense,  little  or  no  cost  until  sales  are  forth- 
coming, economies  of  distribution,  intensity  of  territorial  coverage, 
greater  accessibility  to  the  trade,  increased  ease  of  sales  administra- 
tion, quality  of  sales  representation,  more  aggressive  selling  (particu- 
larly in  relation  to  salaried  salesmen),  immediate  entry  to  the  market, 
rapidity  with  which  regional  or  national  distribution  can  be  obtained, 
and  potential  increased  volume.  In  some  cases,  buyers  preferred  to 
deal  with  agents  in  place  of  salesmen  because  of  the  increased 
frequency  of  agent  calls,  better  service  because  of  the  greater  stake 
the  agent  has  in  the  individual  customer,  and  the  saving  of  buyer  time 
through  the  agents'  ability  to  offer  a  number  of  products. 

The  manufacturer  who  uses  representatives  also  faces  certain 
limitations  as  compared  to  using  his  own  salesmen:  selling  expense 
may  be  excessive  on  a  large  volume  of  sales,  control  over  the  selling 
techniques  is  more  limited,  only  part-time  representation  is  provided 
because  representatives  carry  multiple  lines,  the  maximum  market 
potential  may  be  impossible  to  attain  due  to  agents  deliberately 
limiting  sales  volume  from  fear  of  circumvention,  and  an  agent  sales 
force  provides  less  sales  stability  because  the  agent  may  be  able  to 
transfer  a  significant  volume  of  the  trade  to  a  new  client  in  the  event 
the  contractual  arrangement  is  canceled.  The  limitations  to  an  agent 
sales  force  are  thus  significant,  and  may  or  may  not  be  offset  by  the 
competitive  advantages  of  the  agent.  Manufacturers  must  therefore 
balance  potential  gains  against  potential  risks  in  evaluating  the.  wisdom 
of  using  manufacturers'  agents.  The  relative  importance  of  the  various 
factors  here  noted  vary  under  different  conditions  and  environment. 
As  a  result,  each  type  of  sales  representation  has  its  proper  place 
in  the  marketing  system. 

Conditions  favoring  the  use  of  manufacturers'  agents 

From  the  preceeding  analysis  it  is  concluded  that  the  manufacturers' 
agent  is  or  can  be  effectively  utilized  when  one  or  more  of  a  number  of 
characteristics  are  present.  These  characteristics,  as  outlined  below, 
substantiate  and  enlarge  upon  the  criteria  noted  in  chapter  I. 

(1)    Characteristics  of  the  individual  firm: 

(a)  The  manufacturer  is  relatively  weak  financially,  possessing 
ample  resources  for  production  purposes  but  lacking  additional 
pecuniary    strength   to   organize    and  maintain  his    own    sales  force. 

(b)  The  manufacturer  produces  a  single  product,  or  narrow  line 
of  products,  such  that  revenue  forthcoming  from  the  sale  of  such 
products  is  inadequate  to  support  a  sales  force. 

(c)  The  manufacturer,  even  though  large  and  producing  a  wide  line 
of  products,  diversifies  his  line  to  include  an  item  going  to  an  entirely 
different  market  from  his  major  line.  The  regular  sales  organization 
may  be  unable  to  distribute  such  a  product  effectively,  or  the  cost  to 
maintain  separate  sales  personnel  may  be  prohibitive. 

(d)  The  manufacturer  has  his  own  sales  force  which  is  operating 
profitably  in  concentrated  territories  but  wishes  to  expand  sales 
coverage  to  geographic  areas  where  the  expected  sales  volume  does 
not  warrant  use  of  his  own  salesmen. 

(e)  The  manufacturer  finds  the  administrative  problems  of  main- 
taining a  year-round  or  continuous  sales  force  to  be  troublesome  and 
undesirable. 

(f)  The  manufacturer  desires  to  retain  primary  control  of  distri- 
bution policy   while  shifting  some  of  the  burden  of  selling  to  others. 
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(g)    Rigid  control  of  selling  costs  is  necessary, 
(h)    Rapid  Nation-wide  distribution  is  desired. 

(2)  Characteristics  of  the  product: 

(a)  A  product  is  being  introduced  by  a  new  manufacturer.  The 
manufacturers'  agent,  to  the  extent  he  is  well  known  and  respected 
in  his  territory,  can  lend  his  prestige  to  the  product.  In  contrast,  a 
substantial  expenditure  is  usually  necessary  before  a  sales  volume 
is  attained  which  offsets  the  cost  of  a  sales  force.  The  manufacturer 
avoids  much  of  this  cost  when  agents  are  used  in  the  introductory 
marketing  program. 

(b)  Wholesale  merchants  may  not  handle  the  product  satisfactorily. 
For  example,  the  manufacturer  may  feel  that  training  the  sales  forces 
of  numerous  distributors  is  impractical  because  distributor  salesmen 
must  be  conversant  with  a  multitude  of  products.  Also,  the  commis- 
sion which  is  paid  to  the  agent  is  likely  to  be  less  than  the  margin 
which  a  wholesale  merchant  must  have. 

(c)  Sales  personnel  with  considerable  technical  knowledge  is 
required  to  sell  the  product.  Such  salesmen  may  not  be  available; 
the  training  period  may  be  too  long  or  beyond  the  company's 
capacity;    the    cost   of   retaining    such  personnel  may  be  prohibitive. 

(d)  Long  periods  of  negotiation  are  involved  in  consummating 
sales.  The  manufacturer  wishes  to  avoid  large  presale  costs  as  well 
as  the  expense  of  salaried  salesmen  who  would  be  essential  if  a 
company  sales  force  were  used. 

(3)  Characteristics  of  the  market: 

(a)  The   market   will   not    support   the  company's  own  sales  force. 

(b)  The  market  is  at  a  distance,  making  sales  cultivation  from 
the  home  office  too  expensive. 

(c)  The  market  is  thin,  the  few  customers  and  prospects  being 
located  at  a  distance  from  each  other.  Costs  in  time  and  travel  tend 
to  prohibit  the  manufacturer  from  selling  by  means  of  his  own  sales 
force. 

(d)  Sales  to  individual  customers  are  relatively  infrequent.  Close 
contact  with  customers  is  desirable  to  avoid  possible  loss  of  orders, 
yet  needless  sales  expense  cannot  be  afforded.  The  manufacturers' 
agent  meets  this  difficult  problem  by  having  multiple  lines  which 
permit  periodic  customer  calls  even  though  sales  of  the  individual 
product  are  infrequent. 

(e)  The  manufacturer  wishes  to  secure  entrance  to  relatively 
inaccessible  buyers.  Manufacturers'  agents  of  standing  in  such 
markets  may  provide  an  entree  that  would  be  difficult  to  develop 
with  a  company  sales  force. 

(f)  The  market  for  the  product  is  somewhat  seasonal,  but  continu- 
ous representation  in  the  market  is  promotive  of  sales. 

(g)  The  manufacturer  is  vulnerable  to  wide  cyclical  fluctuations 
in  demand.  Under  such  conditions,  a  company  may  be  forced  to  expand 
and  contract  the  sales  organization  in  a  somewhat  comparable 
manner.  Since  reducing  the  size  of  the  sales  department  as  rapidly 
as  sales  decline  in  a  depression  is  difficult  and  undesirable, 
marketing  costs  as  a  percent  of  sales  may  materially  increase.  If 
agents  are  used,  however,  selling  expenses  of  the  manufacturer  are 
automatically  curtailed  while  the  sales  representation  is  still 
preserved. 

conditions  conducive  to  profitable  agent  distribution 

An   analysis    of   the    case   materials    leads    to  the  conclusion  that  the 
est  results  may  be  attained  in  the  use  of  manufacturers'  agents  when 
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attention  is  directed  to  the  following  considerations: 

(1)  The  agent  selects  his  lines  to  be  handled  with  the  objectives 
of:  each  line  being  closely  related  to  the  others;  each  customer  called 
on  a  potential  buyer  of  all  lines  handled;  the  price  and  quality  of  each 
line  compatable;  lines  limited  to  the  extent  that  aggressive  repre- 
sentation may  be  afforded  all. 

(2)  Similar  or  identical  territories  for  all  products  sold  by  the 
agent  so  that  maximum  trade  cultivation  and  continuous  representa- 
tion of  all  client  manufacturers  is  possible. 

(3)  Care  should  be  exercised  by  the  manufacturer  in  selecting  his 
agents.  Comprehensive  knowledge  of  the  agent,  his  lines  and  opera- 
tions should  be  obtained.  Inquiries  should  be  made  of  some  of  the 
manufacturers  the  agent  is  already  representing  and  some  of  the 
customers  the  agent  is  selling,  or  should  be  selling.  Personal  inter- 
views   should  be    conducted  with   the  prospective  agent  in  all  cases. 

(4)  Following  selection,  arrangements  should  be  made  to  have  the 
agent  spend  a  sufficient  amount  of  time  at  the  manufacturer's  plant 
to  gain  an  intimate  knowledge  of  the  products,  manufacturing  proc- 
esses, company  policies,  and  the  marketing  program.  Inasmuch  as 
the  training  period  must,  of  necessity,  be  brief,  it  should  be  well 
planned  and  executed. 

(5)  The  rate  of  commission  should  be  carefully  determined. 
Adequate  commissions  should  be  established  to  entice  high  caliber 
agents  as  well  as  to  promote  aggressive  representation.  In  other 
words,  compensation  should  be  lucrative  enough  to  command  the 
quality  of  represent  Hon  capable  of  supplying  gratifying  sales 
volume. 

(6)  The  agent-principal  relationship  should  be  surrounded  with  an 
environment  of  mutual  confidence,  cooperation  and  integrity.  The 
manufacturer  should  sincerely  declare  his  intentions  of  permanent 
agent  representation  and  thus  alleviate  the  agent's  fear  of  the  loss  of 
the  line.  The  representative  should  accept  the  line  only  if  he  intends 
to  devote  sufficient  time  and  effort  so  that  gratifying  sales  will  be 
forthcoming. 

(7)  The  manufacturers' agent  should  be  supplied  with  adequate  tools 
to  operate  effectively  in  the  field.  Promotional  aids,  engineering  and 
sales  assistance  should  be  made  available  to  the  representative. 
Agent  suggestions  should  be  freely  solicited.  By  the  same  token, 
the  representative  should  make  a  sincere  effort  to  honor  his  princi- 
pal's reasonable  requests  for  information,  records,  and  other  perti- 
nent data  related  to  the  territory  and  his  operation. 

(8)  A  comprehensive  contractual  agreement  should  be  formulated 
in  writing.  The  purpose  of  the  contract  is  not  primarily  to  supply 
legal  protection.  Such  contracts  normally  have  termination  clauses, 
but  many  techniques  can  be  applied  to  free  either  party  from  such  an 
agreement.  Rather,  the  major  benefit  of  such  a  contract  is  that  the 
agent  and  his  principal  are  forced  to  consider  and  come  to  a  definite 
understanding  about  numerous  policies  and  procedures  at  the  outset 
of  the  relationship.  Even  in  good  faith,  misunderstandings  may 
develop  without  such  an  explicit  agreement.  For  example,  the  division 
of  split  commissions  may  cause  friction  unless  the  division  of  the 
shares  is  clear  in  advance.  Neither  party  can  afford  such  disagree- 
ments. The  contract  is  particularly  worthy  because  many  causes  of 
disagreement  and  difference  are  definitely  settled  in  advance. 
Manufacturers'  agents  should  bring  gratifying  results  to  their  clients, 

when  the  selection  of  agent  distribution  is  based  on  a  critical  investi- 
gation of  the  applicable  characteristics  of  the  product,  market,  and 
individual  firm.  In  addition,  if  the  suggested  policies  are  given  adequate 
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consideration,    the    relationship    between    principal    and   agent    should 
mature  on  a  sound  basis  to  their  mutual  advantage. 

Limitations  of  the  Findings 

The  statistical  tabulations  herein  presented  are  subject  to  certain 
limitations  and  shortcomings.  Recommendations  and  suggestions 
designed  to  improve  the  reliability  and  usefulness  of  the  quantitative 
and  qualitative  measures  are  set  forth  in  the  following  areas. 

Definition  of  the  manufacturers'  agent 

Currently  used  definitions  of  the  various  agency  wholesaling  inter- 
mediaries make  it  difficult  to  readily  distinguish  particular  types  of 
operation.  This  difficulty  is  perhaps  the  inevitable  result  of  the 
variation  in  operations  of  individual  firms  as  well  as  the  complicated 
nature  of  this  segment  of  the  wholesaling  structure.  A  definition  which 
readily  isolates  the  manufacturers'  agents  from  salesmen,  brokers, 
and  selling  agents  may  be  impossible  to  develop.  The  following  defini- 
tion is  set  forth,  however,  in  the  belief  that  it  incorporates  certain 
improvements: 

The  manufacturers'  agent  is  an  independent  w_hoie_sale_  estab- 
lishment engaged  in  selling,  in  a  limited  exclusive  territory 
on  a  continuous  contractual  arrangement,  a  part  of  the  output 
of  two  or  more  client  manufacturers  whose  products  are 
related  but  noncompeting.  Such  agents  do  not  take  title  to  the 
goods  in  which  they  deal;  are  paid  on  a  commission  basis;  and 
have  little  if  any  control  over  prices,  terms  and  other  condi- 
tions of  sale  to  be  offered  buyers. 

The  above  definition  may  be  compared  with  that  given  by  the 
American  Marketing  Association's  Committee  on  Definitions: 

"An  agent  who  generally  operates  on  an  extended  contractual 
basis,  sells  within  an  exclusive  territory;  handles  non- 
competing  but  related  lines  of  goods;  and  possesses  limited 
authority  with  regard  to  prices  and  terms  of  sale.  He  may 
be  authorized  to  sell  a  definite  portion  of  his  principals 
output."  2 

Self  designation  policy  of  classification 

As  noted  earlier,  the  Census  generally  follows  a  self-designation 
policy  of  classifying  establishments  by  type  of  operation,  except  where 
there  is  evidence  to  the  contrary  on  the  census  return.  This  procedure 
weakens  the  reliability  of  the  data  and  permits  undue  shifting  of 
classifications  of  individual  establishments  from  census  year  to  census 
year.  The  problem  is  two-fold.  First,  businessmen  may  not  be  suffi- 
ciently cognizant  of  Census  and  technical  definitions  to  self-designate 
their  establishments  reliably.  Secondly,  the  firm  schedule  '  '  48  Cen- 
sus of  Business  Form  BC-33)  does  not  provide  for  sufficient  informa- 
tion to  enable  the  Bureau  properly  to  classify  the  establishment  on  the 
basis  of  the  census  return.  More  definite  definitions  will  help  to  ectify 
this  problem.  In  addition,  the  recommendation  is  here  made  tnaf  suffi- 
cient information   be    included  on  the  schedule  to  enable  the  E  icau  to 
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accept  primary  responsibility  for  type -of- ope  ration  classification. 
Specifically,  the  suggestion  is  that  the  following  inquiry  be  included 
on  the  firm  schedules: 

"Check  yes  or  no  to  the  following  questions.  If  it  is  necessary  to 
elaborate     or    qualify    your    answer,    do    so    in    the  remarks  section. 

1.  Do    you    represent    two    or    more    client  manufacturers? 

2.  Do  you  ever  represent  buyers  and  have  your  commissions 
or  fees  paid  by- them? 

3.  Do  you  handle  the  entire  output  of  your  principals? 

4.  Are  you  restricted  as  to  sales  territory? 

5.  Is    your    representation    of  principals   on   an   extended  or 
continuous  contractual  basis?" 

By  obtaining  this  simple  and  easily  supplied  information,  the  Bureau 
would  be  enabled  to  differentiate  and  classify  manufacturers'  agents, 
selling  agents,  and  brokers  more  accurately.  In  the  previously  suggested 
definition,  the  qualification  "two  or  more  manufacturers"  effectively 
and  practically  differentiates  salesmen  from  agents. 

Classification  of  agents  with  and  without  stocks,  and  transactions 
negotiated  data 

Data  presented  with  respect  to  agents  with  stocks  does  not  measure 
the  number  of  agents  maintaining  warehousing  facilities.  Agents 
included  in  this  study  are  classified  as  with  or  without  stocks  on  the 
basis  of  the  ownership  of  the  stocks  and  not  on  the  basis  of  warehousing 
facilities.  If  the  Census  objective  is  to  segregate  agents  with  ware- 
housing facilities  from  those  without  warehousing  facilities,  then  stocks 
held  by  agents  on  consignment  should  be  included  with  stocks  owned  by 
the  agent  to  show  aggregate  values  of  inventories  of  goods  on  hand  for 
resale.  If,  however,  the  purpose  of  the  segregation  is  to  show  those 
agents  who  own  inventories  of  goods  for  resale  and  hence  conduct  a 
part  of  their  business  on  a  merchant  basis,  as  compared  with  agents 
owning  no  stocks,  then  the  statement  of  the  segregation  should  be 
clarified  by  the  Bureau. 

With  respect  to  transactions  negotiated,  the  data  show  some  agents 
with  stocks  reporting  their  entire  volume  of  sales  negotiated  solely 
for  others'  accounts.  Under  such  conditions,  it  is  very  unlikely  that  the 
total  volume  of  trade  could  be  negotiated  for  others  only.  This  result 
could  only  occur  if  the  agent  purchased  stocks  but  made  no  sales  from 
his  inventories  or  if  the  stocks  reported  constituted  a  display  stock.  If 
the  stocks  were  for  display  purposes,  they  should  not  have  been 
reported  as  the  inquiry  terminology  uses  the  phrasing  "inventories  of 
merchandise  for  resale  on  hand."  Thus  the  schedule  inquiry  should  be 
broadened  to  include  a  segregation  of  stocks  for  display  and  resale 
purposes.  Such  information  would  enable  the  Bureau  to  place  greater 
reliance  on  transactions -negotiated  data.  Firms  showing  resale  stocks 
but  no  sales  for  their  own  account  could  be  checked  for  accuracy  of  the 
return.  This  recommendation  is  applicable  to  the  entire  agent-broker 
major  type  of  operation  and  data  attendent  thereto. 

Age  of  establishments  under  present  ownership 

The  data  presented  on  the  age  of  manufacturers'  agents  does  not 
reflect  the  "true"  longevity  characteristics  of  this  marketing  institu- 
tion. The  data  tends  to  understate  rather  than  overstate  the  age  of 
establishments.    The   understatement   results  from  the  phrasing  of  the 
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Census  inquiry,  "date  of  acquiring  or  establishing  this  business  in  this 
city  under  present  ownership."  Such  phraseology  understates  the 
actual  age  of  businesses  that  merely  move  to  more  convenient  locations. 
Actually  the  move  may  involve  only  crossingcity  corporate  limits.  The 
same  customers  may  continue  to  be  Served  and  the  same  principals 
represented.  Such  classification  of  the  agent  for  purposes  of  date  ac- 
quired or  established  is  unrealistic.  Thus,  the  recommendation  is  made 
that  the  phrase,   "in  this  city,"  be  deleted  from  the  inquiry. 

In  addition,  the  suggestion  is  made  that  the  Bureau  explicitly  state 
that  incorporation  constitutes  a  change  of  "ownership,"  even  though 
the  same  individual  or  individuals  "own"  the  establishment  following 
incorporation. 

Number  of  establishments  under  one  ownership 

One  important  value  of  obtaining  information  as  to  the  number  of 
establishments  under  one  ownership  is  to  view  the  extent  of  horizontal 
integration  in  the  marketing  system.3  For  such  data  to  be  of  the  most 
value,  isolation  of  multiple  units  of  the  same  type  of  operation  is 
essential.  In  analyzing  the  wholesaling  structure,  for  example,  the 
data  has  very  limited  value  when  the  tabulation  merely  determines  that 
one  firm  operates  three  wholesale  establishments,  all  of  which  may  be 
of  different  types  of  operation,  as  contrasted  to  the  knowledge  that 
a  given  firm  operates  three  establishments,  all  of  which  are  similar  in 
nature.  In  relation  to  this  study,  as  is  true  of  all  wholesale  census 
tabulations,  the  classifications  are  based  on  a  firm- size  code  which 
divides  manufacturers'  agents  by  ownership  groups  on  the  basis  of  the 
number  of  wholesale  establishments  operated  by  the  firm  regardless  of 
whether  the  establishments  are  of  the  same  type.  Thus,  isolation  of 
the  firms  operating  more  than  one  manufacturers'  agent  establishment 
is  impossible.  To  permit  accurate  analysis  of  the  "true"  extent  of 
horizontal  integration,  information  should  be  provided  by  the  Census  en 
the  number  of  establishments  or  branches  operated  at  each  level  of 
distribution. 

Commission  rates 

Some  limitations  seem  apparent  with  respect  to  the  data  presented 
on  commission  rates.  First,  the  rates  of  commission  are  computed  on 
the  basis  of  the  "amount  of  commissions  received  (exclude  transactions 
for  your  own  account)"  as  apercent  of  total  net  sales.  *  Thus,  commis- 
sion rates  are  actually  understated  when  the  amount  of  commissions 
received  is  related  to  total  sales  which  include  own  account  transactions, 
Second,  firms  negotiating  for  their  own  account  as  well  as  for  others 
generally  showed  higher  commission  rates  than  firms  negotiating 
transactions  for  others  only.  On  this  account,  the  tentative  conclusion 
was  reached  in  the  study  that  such  firms  were  probably  reporting 
"gross  margins"  rather  than  the  amount  of  commissions  on  sales 
negotiated  for  others.  Commission  rates  as  tabulated  are  then  subject 
to  some  limitations.  To  enhance  reliability  of  commission- rate  data, 
the  following  inquiry  might  be  added  to  item  6  of  the  schedule  "gross 
margin  from  transactions  for  your  own  account  during  19--."  The 
Bureau  will  then  be  able  to  code  with  some  certainty  that  commissions 
reported     are     bonafide    commissions     received    on    sales    made    for 


3  Horizontal  integration  is  usually  considered  as  an  expansion  in 
the  number  of  units  handling  substantially  similar  lines  of  goods  on 
the  same  plane  of  distribution. 

*  Underlining  added.  See  Census  Form  BC- 33  included  in  appendix  D. 
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principals.  In  addition,  commissions  should  be  related  to  sales  made 
for  others'  accounts  rather  than  to  total  sales  in  computing  rates  of 
commissions. 

Number  of  manufacturers'  agents  establishments 

The  quantitative  tabulation  of  manufacturers' agents  presented  should 
not  be  construed  as  a  measure  of  the  total  number  of  such  agents.  The 
Census  Bureau  enumerates  only  those  agents  with  identifiable  places  of 
business.  Agents  conducting  operations  from  the  home,  without  paid 
employees  and  without  visible  evidence  of  a  business  which  would 
attract  the  attention  of  a  Census  enumerator,  are  not  enumerated.  A 
significant  segment  of  the  manufacturers'  agent  field  may  thus  be 
excluded.  For  example,  the  National  Wholesale  Furniture  Salesmans 
Association  had  approximately  3,800  members  in  1950.  A  random 
sample  of  some  30  percent  of  the  membership  showed  that  approxi- 
mately 48  percent  of  the  members  sold  the  products  of  more  than  one 
manufacturer,  indicating  that  approximately  1,900  members  of  this 
one  trade  association  are  manufacturers'  agents.  The  1948  census 
shows  only  709  agent  establishments  in  the  furniture  and  home 
furnishings  lines.  The  exclusion  of  these  manufacturers'  agents  as  a 
result  of  enumerating  only  firms  with  recognizable  places  of  business 
may  thus  be  substantial.  In  addition,  the  data  relating  to  sales  size, 
number  of  employees,  and  similar  items  undoubtedly  overstates  the 
magnitude  of  the  average  manufacturers'  agent  since  operation  from 
the  home  is  a  characteristic  of  small  size.  The  Bureau  might  well 
emphasize  the  basis  of  enumeration  with  the  warning  that  data  should 
not  be  construed  as  a  measure  of  the  total  number  of  such  activities 
in  the  United  States.  In  the  agent-broker  field,  particularly,  such 
omissions  may  be  substantial. 

In  evaluating  the  above  limitations  of  the  Census  approach,  proce- 
dures, and  findings  as  related  to  manufacturers'  agents,  several 
general  alternative  proposals  seem  reasonable.  The  evidence  appears 
to  justify  the  trend,  evident  in  the  1948  Census,  Wholesale  Trade 
publications,  toward  showing  detailed  data  only  for  the  major  agent- 
broker  type  of  operation.  In  1948  publications,  basic  data  on  a 
United  States  summary  basis  only  is  shown  for  the  detailed  types  of 
operations  in  the  agent-broker  classification.  This  policy  appears  to 
have  much  merit,  in  view  of  the  difficulty  of  accurately  distinguishing 
the  various  agents.  To  evaluate  properly  the  marketing  system  on  an 
institutional  basis,  however,  detailed  quantitative  and  qualitative 
measures  are  needed.  As  the  complexity  of  the  American  economy 
increases,  the  need  will  be  for  more  detailed  and  reliable  statistical 
data  rather  than  less.  Individual  business  enterprises  also  experience 
a  need  for  information  relating  to  particular  types  of  operation  and 
kinds  of  business.  The  publication  of  operating  cost  data  of  merchant 
wholesalers,  for  example,  is  of  little  benefit  to  the  entrepreneur  or 
management  of  an  agency  establishment.  Thus,  in  the  long  run,  a  more 
practical  and  fruitful  approach  would  be  to  increase  the  reliability  of 
the  detailed  type  of  operation  data,  rather  than  abandon  the  collection 
and  dissemination  of  such  information.  Specific  recommendations  have 
been  made  above  as  to  changes  which  may  serve  as  a  starting  point  in 
leading  to  such  an  objective.  The  Bureau's  effort  might  be  better 
directed  toward  improving  the  data  and  their  reliability,  rather  than 
pursuing  a  policy  of  correction  by  elimination. 

The  Role  of  the  Manufacturers'  Agent  in  the  Future 

The  manufacturers'  agents'  place  in  wholesale  trade  seems  assured 
for  the  future.  True,  the  manufacturers'  agent  will  experience  change, 
as  will  all  marketing  institutions. 
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A  revolution  in  agent  trade,  however,  is  unlikely,  although  evolution 
has  and  will  continue  .to  take  place.  Certain  short-run  factors  could 
significantly  affect  the  agents'  position.  For  example,  manufacturers' 
agents  may  be  subject  to  some  discrimination  in  the  awarding  of 
government  contracts.5 

In  addition,  a  change  in  the  Social  Security  Laws,  requiring  pay  roll 
tax  deductions  for  manufacturers'  agents,  may  bring  many  such  agents 
under  employee  status.  However,  the  more  basic  and  fundamental 
economic  forces  point  to  a  position  of  permanence  for  the  agent.  The 
manufacturers'  agent  seems  relatively  secure  as  long  as  the  economy 
is  made  up  of  a  significant  number  of:  small  manufacturers  with  limited 
lines,  large  manufacturers  with  unrelated  lines,  markets  of  limited 
sales  potential  in  aggregate  and  for  individual  products,  widely 
scattered  buyers,  geographic  areas  of  dispersed  and  thin  markets, 
regions  located  at  a  distance  from  production  facilities,  new  manufac- 
turing enterprises,  producers  of  seasonal  products,  and  markets  of 
cyclical  variation. 

The  manufacturers'  agent,  as  a  marketing  institution,  has  protection 
in  the  business  cycle.  In  periods  of  prosperity,  the  agent  benefits  from 
the  great  increase  in  new  manufacturing  establishments;  in  depres- 
sions, very  few  producers  are  inclined  to  substitute  salesmen  in  place 
of  an  agent  sales  force.  The  agent,  perhaps,  is  strongest  in  an  economic 
environment  promotive  of  many  new  businesses.  His  position  is  perhaps 
less  secure  in  a  climate  of  stability  with  a  few  firms  dominating  most 
kinds  of  industry.  The  American  economy,  fortunately  for  the  agent,  is 
characterized  by  vitality  and  growth. 

For  these  reasons,  then,  the  manufacturers'  agent  as  a  marketing 
institution  is  not  jeopardized.  The  agent  may  be  reaching  a  state  of 
maturity,  but  certainly  his  elimination  from  the  wholesaling  structure 
is  unlikely.  In  fact,  the  outlook  is  quite  hopeful.  The  role  of  the  manu- 
facturers' agent  in  the  marketing  system  appears  to  be  secure,  now  and 
for  the  foreseeable  future. 


5  Agents  may  be  affected  by  government  policy,  as  an  outgrowth  of 
the  U.  S.  Senate  investigation  of  "influence  peddling"  in  government 
contracts.  The  controversy  is  centered  around  Executive  Order  No. 
10210,  issued  February  2,  1951.  It  sets  forth  the  conditions  and 
requirements  which  govern  all  contracts  awarded  by  the  Defense 
Department  during  the  present  emergency.  Paragraph  10  requires 
the  contractor  to  include  the  following  warranty:  "The  contractor 
warrants  that  no  person  or  selling  agency  has  been  employed  or 
retained  to  solicit  or  secure  this  contract  upon  an  agreement  or 
understanding  for  a  commission,  percentage,  brokerage,  or  contingent 
fee,  excepting  bonafide  employees,  bonafide  established  commercial  or 
selling  agencies  maintained  by  the  Contractor  for  the  purpose  of  secur- 
ing business.  For  breach  or  violation  of  this  warranty  the  Government 
shall  have  the  right  to  annul  this  contract  without  liability  or  in  its 
discretion  to  deduct  from  the  contract  price  or  consideration  the  full 
amount  of  such  commission,  percentage,  brokerage,  or  contingent  fee.  " 
See  Felix  F.  Stumpf,  "What  Do  The  Courts  Say  About  Agents  Commis- 
sions," The  Agent  and  Representative,  Vol.  3,  No.  4,  April  1951,  p.  5. 
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Table  V.~ MANUFACTURERS'   AGENTS-^SIZE  BY  NUMBER  OF  F^TABLISttlENTS  OPERATED— UNITED  STATES, 

BUSINESS:    19*8 

Establishments,  Sales, Personnel,  Pay  Roll,  and  Stocks 


Number  of  establishments 
under  one  ownership 
and  kind  of  business 


Establish- 
ments 


(Number) 


Sales, 
entire 
year 

(Thousand 
dollars) 


Active 
proprie- 
tors,* 
November 

(Number) 


Paid 
employees, 
Nov.  15 

(Number) 


Pay  roll, 
entire 
year 

(Thousand 
dollars) 


Stocks  on 
hand,  end 
of  year, 

at  cost 
(Thousand 

dollars) 


United  States,  total. 


1  establishment 

2  establishments 

3  or  more  -establishments. 


Groceries,  confectionery,  meats: 

Groceries,  foods  (exc.  as  specified) 

1  establishment 

2  or  more  establishments 


Confectionery 

1  establishment. 


Meats,  meat  products. 
1  establishment. . .. 


Farm  products  (edible): 
Dairy,  poultry  products. 
1  establishment 


Beer,  vines,  distilled  spirits: 

Wines,  distilled  spirits 

1  establishment 


Drugs,  chemicals,  allied  products: 
Drugs,  drug  sundries 

1  establishment 

2  establishments 


Industrial  chemicals.... 

1  establishment 

2  establishments 

3  to  5  establishments. 


Paints,  varnishes. 
1  establishment. 


Tobacco  and  products  (exc. 
1  establishment 


leaf). 


Dry  goods,  apparel: 

Clothing,  furnishings,  footwear. 

1  establishment 

2  establishments 

3  to  5  establishments 


Dry  goods  (exc.  hosiery,  underwear, 
piece  goods) 

1  establishment 

2  establishments 


Hosiery,  underwear,  piece  goods. 

1  establishment 

2  establishments 

3  to  5  establishments 


Furniture,  home  furnishings: 
Furniture  (household,  office). 

1  establishment , 

2  establishments , 

3  to  5  establishments 


Home  furnishings,  floor  coverings. 

1  establishment 

2  establishments 

3  to  5  establishments 


Paper  products: 

Paper  (exc.  stationery). 

1  establishment 

2  establishments 


9,048 

8,648 
218 
182 


812 

799 

10 

3 


179 

177 

2 

274 

262 

5 

7 


325 

322 

2 

4 

381 

354 
12 

15 


136 

132 
4 


3,885,315 
146,036 
177,883 


95,307 
83,334 
11,973 

34,180 
34,130 

3,371 

3,371 


4,631 
4,631 


4,323 
4,323 


47,305 
30,441 
16,864 

85,863 
74,245 


16,635 
16,635 


214 
214 


311,871 
306,893 

4,978 

63,892 
63,892 

217,834 
149,330 

68,504 

121,551 
121,551 


148,408 

133,695 

6,274 

8,439 


54,485 
54,485 


856 

851 


175 
175 


285 

274 


368 

356 

7 

5 


12G 
120 


17,918 
894 
943 


405 

258 
147 

347 
303 


76,152 
3,992 
5,040 


1,036 
845 
191 


1,494 
934 
560 

1,877 

1,680 


3,464 
3,281 


747 
747 


1,572 
1,055 


517 


447 

2,045 

447 

2,045 

840 

742 

58 

40 

3,337 

2,929 

217 

191 

206 

847 

206 

847 

See  footnotes  at  end  of  table. 
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Table  V.— MANUFACTURERS*  AGENTS— SIZE  BY  NUMBER  OF  ESTABLISHMENTS  OPERATED— UNITED  STATES,  BY  KIND  OF 

BUSINESS:  1948— Continued 

Establishments,  Sales,  Personnel,  Pay  Roll,  and  Stocks 


Number  of  establishments 
under  one  ownership 
and  kind  of  business 


Establish- 
ments 

(Number) 


Sales, 
entire 
year 

(Thousand 
dollars) 


Active 
proprie- 
tors,* 

November 

(Number) 


Paid 
employees, 
Nov.  15 

(Number) 


Pay  roll, 
entire 
year 

(Thousand 
dollars) 


Paper  products — Continued 
Stationery,  office  supplies. 

1  establishment 

2  establishments 


Automotive: 

Automobiles,  other  motor  vehicles. 
1  establishment 


Automotive  equipment,  tires  and 
tubes 

1  establishment 

2  establishments 

3  to  5  establishments 


Electrical  goods: 

Wiring  supplies,  apparatus. 

1  establishment . . .' 

2  establishments . .' 

3  or  more  establishments. 


/ 
Electrical  appliances,  specialties. 

1  establishment 

2  establishments 

3  to  5  establishments 


Hardware,  plumbing,  heating: 
Hardware 

1  establishment 

2  establishments , 

3  to  5  establishments..., 


Plumbing,  heating  equipment, 
supplies 

1  establishment 

2  establishments 

3  to  5  establishments 


Lumber,  construction  materials: 
Lumber,  millwork 

1  establishment 

2  establishments 

3  to  5  establishments 


Other  construction  materials. 
1  establishment 


Machinery,  equipment,  supplies: 
Commercial  machines,  equipment. 

1  establishment 

2  establishments 

3  to  5  establishments 


Construction  machinery,  equipment. 
1  establishment 


Farm-dairy  machinery,  equipment. 
1  establishment 


Industrial  machinery,  equipment, 
supplies i 

1  establishment 

2  establishments 

3  to  5  establishments 


Professional  equipment,  supplies. 

1  establishment 

2  or  more  establishments 


Service  establishment  equipment, 
supplies 

1  establishment . 

2  establishments , 


823 

756 

26 

41 

291 

273 

7 

11 


617 

585 
12 
20 


110 
107 


1,589 

1,490 

68 

31 

54 
47 
7 


17,832 
17,832 


4,435 
4,435 


314,648 
307,431 


7,217 


418,338 

371,243 

16,667 

30,428 

171,979 

167,590 

1,334 

3,055 


173,731 
160,110 


203,142 

183,000 

3,208 

16,934 


63,098 
63,098 


43,843 
43,843 


58,944 
55,463 


3,481 


18,440 
18,440 


9,158 
9,158 


564,087 

528,998 

25,402 

9,687 

10,603 
9,203 
1,400 


97,011 

91,971 

5,040 


762 

736 

15 

11 

271 

265 

3 

3 


390 
386 


1,442 

1,387 

51 

4 

43 
43 


1,208 
1,165 


1,981 

1,713 

79 

139 

766 

698 

14 

54 


882 
792 


1,507 

1,288 

38 

181 


3,971 

3,630 

215 

126 

112 
95 
17 


6,037 
5,837 

200 


8,792 

7,384 

343 

1,065 

3,181 

2,892 

62 

227 


3,623 
3,213 


6,729 

5,465 

266 


1,658 
1,658 


2,084 
1,933 

151 

878 
878 

407 
407 


18,994 

17,209 

1,079 

706 

375 
326 
49 


1,354 

1,285 

69 


See  footnotes  at  end  of  table. 


APPENDIX  A 


Table  V.— MANUFACTURERS'  AGENTS— SIZE  BY  NUMBER  OF  ESTABLISHMENTS  OPERATED— UNITED  STATES,  BY  KIND  OF 

BUSINESS:  1948— Continued 

Establishments,  Sales,  Personnel,  Pay  Roll,  and  Stocks 


Number  of  establishments 
under  one  ownership 
and  kind  of  business 


Establish- 
ments 

(Number) 


Sales, 
entire 
year 

(Thousand 
dollars) 


Active 
proprie- 
tors,* 

November 

(Number) 


Paid 
employees, 
Nov.  15 

Pay  roll, 
entire 
year 

(Number) 

(Thousand 
dollars) 

268 

1,305 

268 

1,305 

758 
720 

38 

3,582 

3,216 

366 

93 
93 

524 
524 

452 

1,926 

452 

1,926 

386 
386 

1,256 
1,256 

5 
5 

14 
14 

49 

194 

49 

194 

85 

303 

85 

303 

20 
20 

36 
36 

919 
857 

3,300 
3,028 

Stocks  on 
hand,  end 
of  year, 

coat 
(Thousand 
dollars) 


Mach inery .  equipment , supplie s — Con. 

Transportation  (exc.  automotive) 

equipment,  supplies 

1  establishment 

2  or  more  establishments 


Metals,  metal  work  (exc.  scrap): 
Iron,  steel  and  products , 

1  establishment 

2  or  more  establishments 


Nonferrous  metals,  metal  work. 
1  establishment 


Other  manufacturers'  agents: 
Amusement,  sporting  goods. 

1  establishment 

2  establishments 


Books,  periodicals,  newspapers. 
1  establishment 


Coal,  coke 

1  establishment. 


Farm  supplies 

1  establishment... 

2  or  more  establishments. 


Jewelry 

1  establishment.. 

2  establishments. 


Petroleum  and  products. 
1  establishment 


Manufacturers'  agents,  n 

1  establishment 

2  establishments 

3  to  5  establishments. 


395 
385 
10 

66 

66 


210 

207 

3 

37 
37 

3 
3 

20 
16 
4 

157 

155 

2 

7 
7 

575 

566 

6 

3 


78,075 
78,075 


265,622 

254,380 

11,242 

45,215 
45,215 


98,198 
98,198 

21,354 
21,354 

3,115 
3,115 

11,067 
11,067 

38,796 
\       38,796 

4,785 
4,785 

263,848 
249,518 

14,3.3.0 


104 
104 


450 
450 


177 
177 


4 
4 

434 
385 

49 


*  Proprietors  of  unincorporated  businesses, 
n.e.o.  Not  elsewhere  classified. 


THE  MANUFACTURERS'  AGENT  AS  A  MARKETING  INSTITUTION 
Table  VI.— MANUFACTURERS'   AGENTS— EMPLOYEE  SIZE1— UNITED  STATES,   BY  KIND  OF  BUSINESS:   1948 
Establishments,   Sales,   Pay  Roll,    and  Personnel 


Kind  of  business  and  employee-size 
group 


Estab- 
lishments 


(Number) 


Sales, 
entire 


(Thousand 
dollars) 


Pay  roll, 
entire 


(Thousand 
dollars) 


Active 
proprie- 
tors,* 
November 

(Number) 


Paid  employees  and 

pay  roll,  workweek 

ended  nearest 

Nov.  15 


Employees 
(Number) 


United  States,  total 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6, or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  to  49  paid  employees 

50  or  more  employees 

Groceries,  confectionery,  meats: 
Groceries,  foods  (except  as  specified) 

No  paid  employees 

.1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  more  paid  employees 

Confectionery 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

Meats,  meat  products 

Farm  products  (edible) : 

Dairy,  poultry  products 

No  paid  employees 

1  or  more  paid  employees 

Beer,  wines,  distilled  spirits: 

Wines,  distilled  spirits 

No  paid  employees 

1  or  2  paid  employees 

3  or  more  paid  employees... 

Drugs,  chemicals,  allied  products: 

Drugs,  drug  sundries :.. 

No  paid  employees '. 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees.. 

20  or  more  paid  employees 

Industrial  chemicals 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  to  9  paid  employees 

10  or  more  paid  employees 

Paints,  varnishes 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  more  paid  employees 

Tobacco  and  products  (except  leaf)../... 
See  footnotes  at  end  of  table. 


9,048 

3,171 

2,075 

1,304 

827 

845 

.   358 

171 

230 

62 

5 


90 

30 

13 

9 

7 

6 

4 

7 

10 

4 

105 
17 
21 
22 
15 
15 
6 
9 

36 
14 
4 
7 
3 
4 
4 


590,210 
747,044 
623, 057 
478, 971 
653, 268 
358,831 
186,590 
326,513 
189,607 
55,143 


95,307 
7,090 
22,112 
11,975 
5,482 
28,004 
20,644 

34,180 
3,649 
5,199 

11,655 
9,377 
4.300 


3.371 


4,631 
1,017. 
3.614 


4,323 

757 

l,d23 

2.543 


47,305 
3,412 
4,312 
3,039 
2,731 
2,371 
1,904 
4,818 

15,651 
9,067 

85,863 

2,565 

7,006 

6,759 

11,276 

16, 989 

13,211 

28, 057 

16,635 
1,311 

562 
1,834 

666 
4,294 
7,968 

214 


85,184 

574 

5,755 

8,933 

10, 179 

17, 355 

11,728 

7,104 

13,646 

8,161 

1,749 


1,036 

1 

37 

74 

97 

228 

599 

388 
1 
31 
103 
137 
116 


1,494 

3 

45 

52 

99 

96 

106 

218 

531 

344 

1,877 

62 

127 
193 
349 

260 


274 
2 
13 
49 
25 
64 

121 


8,474 

3,555 

1,984 

1,146 

661 

591 

239 

107 

150 

30 

11 


2,075 
2,608 
2,481 
3,712 
2,285 
1,437 
2,947 
1,696 
514 


21 
24 

39 
72 
146 


13 
18 
21 
26 
25 
59 
144 
99 


21 
44 
45 
67 
39 
131 


APPENDIX  A 


Table  VI . —MANUFACTURERS '  AGENTS--EMPLOXEE  SIZE ^-UNITED  STATES,  BY  KIND  OF  BUSINESS:  1948— Continued 
Establishments,  Sales,  Pay  Roll,  and  Personnel 


Kind  of  business  and  employee-size 
group 


Estab- 
lishments 


(Number) 


Sales, 
entire 
year 

(Thousand 
dollars) 


Pay  roll, 
entire 


(Thousand 
dollars 


Active 
proprie- 
tors, * 
November 

(Number) 


Paid  employees  and 

pay  roll,  workweek 

ended  nearest 

Nov.  15 


Employees 
(Number) 


Pay  roll 
(Dollars) 


Dry  goods,  apparel: 

Clothing,  furnishings,  footwear 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees 

Dry  goods  (except  hosiery,  underwear 

piece  goods) 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  more  paid  employees 

Hosiery,  underwear,  piece  goods 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  to  9  paid  employees 

10  or  more  paid  employees 

Furniture,  home  furnishings: 

Furniture  (household,  office) 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees 

Home  furnishings,  floor  coverings . . . 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 

Paper  products: 

Paper  ( except  stationery) 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  to  9  paid  employees 

10  or  more  paid  employees 

Stationery,  office  supplies 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  to  9  paid  employees 

10  or  more  paid  employees 

Automotive: 

Automobiles,  other  motor  vehicles . . . 

See  footnotes  at  end  of  table. 


812 

454 

161 

81 

45 

39 

17 

4 

11 


179 

43 
30 
6 
9 
3 
3 

274 
160 
55 
24 
16 
8 
6 
5 


328 
163 
75 
34 
23 
18 
7 
3 
5 

381 
130 
94 
52 
29 
36 
20 
7 
9 
4 


136 
59 
35 
18 
8 
9 
4 
3 

61 
27 
11 
5 
5 
5 
3 
5 


311, 871 
103,424 
61, 374 
40,642 
28,010 
27,485 
18,127 
6,125 
26,684 


63, 892 
14, 382 
15,430 
13,069 
7,202 
7,611 
985 
5,213 

217, 834 
52,605 
37, 592 
22,141 
19,125 
8,976 
9,315 
68,080 


121,551 
33,249 
27,415 
13,834 
13,770 
10,241 
8,380 
3,399 
11, 263 

148,408 
20,904 
24, 839 
23, 714 
: 0,784 
30,005 
14,968 
8,123 
11,823 
3,248 


54,485 
9,453 
13,866 
10,836 
1,635 
7,907 
8,436 
2,352 

17, 832 
2,357 
2,176 
864 
2,997 
1,482 
2,417 
5,539 


3,464 
50 
450 
548 
454 
782 
456 
160 
564 


747 
3 

87 
194 

95 
167 

77 
124 

1,572 
44 
150 
155 
245 
163 
216 
599 


2,045 
31 
205 
230 
262 
301 
318 
154 
544 

3,337 
5 
289 
358 
302 
644 
586 
409 
396 
348 


847 
4 

74 
114 

87 
179 
129 
260 

575 
1 
21 
30 
53 
70 
99 

301 


856 
JG9 

166 

80 
44 

32 
9 
3 

13 


175 
94 
40 
28 
4 
7 
1 
1 

285 
176 
46 
28 
12 
11 
3 
9 


324 
176 
74 
27 
21 
18 
4 
2 
2 

368 
147 
91 
48 
25 
29 
15 
4 
7 
2 


120 
64 
24 
19 
3 
7 
3 


161 

162 
135 
173 
109 
33 
152 


94 
104 
87 

159 
129 

58 
109 

ICO 
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Table  VI. —MANUFACTURERS'  ACBNTS— EMPLOYEE  SIZE1-- UNITED  STATES,  BY  EDO  OF  BUSINESS:  1948— Continued 
Establishments,  Sales,  Pay  Roll,  and  Personnel 


Kind  of  business  and  employee-size 
group 


Paid  — plujess  and 

Sales, 

Payroll, 

Active 

pay  roll, 

workweek 

Estab- 

entire 

entire 

propria- 

ended  nearest 

lishments 

year 

(Thousand 

year 

(Thousand 

tors,* 

November 

Nor. 

15 

Employees 

Payroll 

(Number) 

dollars) 

dollars) 

( Number) 

(Nwber) 

(Dollars) 

378 

314,648 

6,037 

340 

1,206 

118,371 

80 

15,532 

58 

92 

... 

... 

80 

33,675 

258 

68 

80 

4,757 

59 

35,834 

492 

63 

118 

10,136 

45 

62,926 

579 

48 

135 

11,424 

53 

79,766 

1,449 

32 

229 

26,636 

20 

27,030 

713 

17 

123 

14,493 

15 

13,418 

665 

7 

128 

13,403 

23 

37,029 

1,264 

12 

295 

24,801 

3 

9,438 

559 

1 

IX 

12,717 

823 

418,338 

8,792 

762 

1,981 

167,546 

220 

39, 914 

33 

249 

... 

... 

184 

54,578 

506 

174 

184 

9,654 

137 

61,902 

940 

125 

274 

18,489 

92 

47,774 

1,196 

74 

276 

22,091 

105 

89,213 

2,203 

76 

465 

42,030 

42 

53,372 

1,474 

31 

266 

28,53! 

13 

16,164 

547 

5 

109 

11,287 

30 

55,421 

1,893 

28 

407 

35,460 

291 

171,979 

3,181 

271 

766 

64,227 

58 

9,775 

10 

64 

... 

... 

67 

23,855 

224 

72 

67 

3,955 

64 

40,981 

438 

64 

128 

9,904 

30 

17,148 

378 

23 

90 

7,139 

44 

37,248 

904 

28 

195 

18,054 

13 

14,934 

444 

10 

85 

9,523 

6 

6,936 

227 

5 

49 

4,710 

6 

14,556 

375 

5 

77 

6,840 

3 

6,546 

181 

... 

75 

4,103 

399 

173,731 

3,623 

390 

882 

68,735 

143 

21,125 

23 

159 

... 

... 

73 

22,9a 

183 

76 

73 

3,2ft 

65 

41,563 

433 

53 

IX 

8,602 

35 

18,356 

390 

29 

105 

7,94< 

44 

36,945 

969 

42 

195 

18,  6  If 

18 

15,984 

561 

11 

114 

10,275 

8 

5,269 

306 

6 

69 

5,82 

10 

3,734 

437 

10 

124 

8,517 

3 

7,834 

321 

4 

72 

5,678 

617 

203,142 

6,729 

569 

1,507 

124,636 

150 

24,578 

49 

178 

... 

... 

164 

35,412 

461 

163 

164 

8,535 

105 

31,327 

630 

94 

210 

13,241 

76 

22,672 

940 

59 

228 

19,033 

58 

29,736 

1,147 

36 

252 

a,  070 

34 

20,324 

1,101 

25 

220 

a,  150 

12 

13,443 

552 

5 

102 

10,127 

14 

14,801 

1,088 

9 

191 

20,209 

4 

10,849 

761 

... 

140 

11,271 

110 

63,098 

731 

97 

202 

15,134 

40 

14,642 

1 

41 

... 

... 

28 

18,143 

64 

29 

28 

1,252 

20 

16,136 

195 

14 

40 

3,779 

6 

2,894 

63 

7 

18 

1,369 

6 

5,049 

106 

1 

26 

1,990 

7 

5,481 

185 

3 

45 

3,626 

3 

753 

117 

2 

45 

3,118 

134 

43,843 

1,658 

107 

506 

37,341 

40 

7,403 

9 

41 

... 

... 

29 

11,585 

100 

25 

29 

1,619 

14 

1,949 

79 

5 

28 

1,589 

17 

4,661 

169 

14 

51 

3,562 

10 

3,007 

152 

9 

42 

2,800 

8 

3,270 

193 

3 

51 

4,3a 

6 

3,467 

150 

4 

51 

2,962 

7 

5,530 

320 

2 

80 

6,192 

3 

2,971 

486 

4 

174 

14.296 

Automotive — Continued 
Automotive  equipment,  tires  and  tubes, 
No  paid  employees.... , 

1  paid  employee..... , 

2  paid  employees , 

3  paid  employees , 

4  or  5  paid  employees , 

6  or  7  paid  employees.... , 

8  or  9  paid  employees < 

10  to  19  paid  employees 

20  or  more  paid  employees , 

Electrical  goods: 

Wiring  supplies,  apparatus 

No  paid  employees '. , 

1  paid  employee 

2  paid  employees , 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees 

Electrical  appliances,  specialties... 
No  paid  employees 

1  paid  employee..... 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 

Hardware,  plumbing,  heating: 

Hardware 

No  paid  employees 

1  paid  employee..'.. 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees... 

20-  or  more  paid  employees 

Plumbing,  heating  equipment,  supplies 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 

Lumber,  construction  materials: 

Lumber,  millwork 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  more  paid  employees 

Other  construction  materials 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 


See  footnotes  at  end  of  table. 
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Table  VI.— MANUFACTURERS'  AGENTS— EMPLOYEE  SIZE1— UNITED  STATES,  BY  KIND  OF  BUSINESS:  1948— Continued 


Establishments,  Sales,  Pay  Roll,  and  Personnel 


Kind  of  business  and  employee-sise 
group 


Paid  employees  and 

Sales, 

Pay  roll, 

Active 

pay  roll, 

workweek 

Estab- 

entire 

entire 

proprie- 

ended nearest 

lishments 

year 

year 

tors,* 

Nov. 

15 

(Thousand 

(Thousand 

Employees 

Pay  roll 

(Number) 

dollars) 

dollars) 

(Number) 

(Number) 

(Dollars) 

211 

58,944 

2,084 

183 

613 

41, 916 

68 

5,719 

5 

78 

36 

8,220 

105 

30 

36 

1,918 

38 

23,015 

269 

28 

76 

5,430 

18 

5,331 

198 

14 

54 

3,640 

28 

4,721 

321 

17 

122 

6,455 

4 

229 

49 

5 

25 

897 

6 

2,537 

167 

5 

52 

3,129 

9 

6,699 

481 

4 

117 

9,359 

4 

2,473 

489 

2 

131 

11,088 

51 

18,440 

878 

35 

160 

14, 595 

11 

761 

3 

13 

... 

12 

2,831 

39 

10 

12 

761 

11 

4,197 

173 

7 

22 

2,808 

5 

1,982 

106 

2 

15 

2,090 

5 

3,757 

111 

1 

23 

1,947 

4 

2,191 

100 

2 

26 

1,698 

3 

2,721 

346 

... 

62 

5,291 

29 

9,158 

407 

29 

70 

8,279 

12 

1,068 

2 

15 

... 

... 

6 

1,188 

11 

10 

•  6 

244 

6 

1,190 

48 

1 

16 

850 

5 

5,712 

346 

3 

48 

7,185 

1,589 

564,087 

18,994 

1,442 

3,971 

355,366 

428 

52,660 

119 

482 

380 

92,833 

1,115 

354 

380 

20,268 

234 

79,797 

1,560 

222 

468 

29,954 

178 

74,717 

2,416 

146 

534 

45,372 

190 

94,464 

4,115 

122 

842 

78,049 

81 

65,795 

2,884 

56 

521 

54,856 

42 

26,671 

1,854 

34 

354 

34,551 

44 

57,064 

3,171 

19 

558 

58,823 

12 

20,086 

1,760 

7 

314 

33,493 

54 

10,603 

375 

43 

112 

7,686 

19 

1,771 

... 

22 

... 

... 

17 

3,696 

47 

17 

17 

756 

9 

1,434 

53 

2 

18 

1,181 

6 

1,290 

73 

1 

28 

1,438 

3 

2,412 

202 

1 

49 

4,311 

193 

97,011 

1,354 

186 

311 

25,059 

80 

16,741 

5 

97 

... 

44 

16,093 

99 

48 

44 

1,848 

23 

12,678 

117 

20 

46 

2,367 

19 

20,593 

204 

11 

57 

3,998 

14 

7,356 

353 

4 

60 

6,036 

7 

17,667 

374 

2 

46 

7,235 

3 

4,074 

89 

... 

25 

1,307 

3 

1,809 

113 

4 

33 

2,268 

108 

78,075 

1,305 

85 

268 

26,378 

31 

6,480 

33 

26 

11,559 

80 

26 

26 

1,367 

19 

8,849 

114 

15 

38 

2,517 

8 

3,452 

104 

4 

24 

2,143 

14 

8,157 

190 

5 

59 

3,613 

5 

5,336 

165 

1 

31 

2,762 

5 

34,242 

652 

1 

90 

13,976 

395 

265,622 

3,582 

352 

758 

69,056 

133 

29, 757 

11 

147 

108 

71,410 

299 

94 

108 

5,365 

58 

38,751 

395 

50 

116 

7,546 

40 

23,123 

554 

20 

120 

10,774 

27 

33,504 

686 

21 

119 

13,455 

12 

19,563 

385 

10 

75 

7,908 

4 

17,478 

364 

34 

6,778 

13 

32,036 

888 

10 

186 

17,230 

Machinery,  equipment,  supplies: 
Commercial  machines,  equipment.... 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 

Construction  machinery,  equipment. 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  more  paid  employees 

Farm-dairy  machinery,  equipment... 
No  paid  employees 

1  paid  employee 

2  or  3  paid  employees 

4  or  more  paid  employees 

Industrial  machinery,  equipment, 

supplies 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  to  19  paid  employees 

20  or  more  paid  employees 

Professional  equipment,  supplies.... 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  to  7  paid  employees.; 

8  or  more  paid  employees 

Service  establishment  equipment, 

supplies 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees 

Transportation  (except  automotive) 
equipment,  supplies 

INo  paid  employees 
1  paid  employee 
2  paid  employees 
3  paid  employees 
4  or  5  paid  employees 
6  or  7  paid  employees 

8  or  more  paid  employees 

etal,  metal  work  (except  scrap) : 

Iron,  steel  and  products 

No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees 

See  footnotes  at  end  of  table. 
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Table  VI.—  MANUFACTURERS'  AGENTS—EMPLOYEE  SIZE1~UNITED  STATES,  BY  KIND  OF  BUSINESS:  1948— Continued 
Establishments,  Sales,  Pay  Roll,  and  Personnel 


Kind  of  business  and  employee-size 
group 


Paid  employees  and 

Sales, 

Pay  roll, 

Active 

pay  roll, 

workweek 

Estab- 

entire 

entire 

proprie- 

ended nearest 

lishments 

year 

year 

tors,* 
November 

Nov. 

15 

(Thousand 

(Thousand 

Employees 

Pay  roll 

(Number) 

dollars) 

dollars) 

(Number) 

(Number) 

(Dollars) 

66 

45,215 

524 

60 

93 

10,748 

29 

10, 886 

10 

34 

15 

8,569 

36 

18 

15 

1,043 

7 

9,249 

103 

4 

14 

1,675 

7 

7,273 

131 

2 

21 

2,941 

8 

9,238 

244 

2 

43 

5,089 

210 

98, 198 

1,926 

208 

452 

35,483 

78 

12,383 

21 

91 

45 

18,273 

98 

51 

45 

2,201 

30 

14,068 

253 

19 

60 

4,575 

15 

5,818 

159 

11 

45 

2,921 

19 

13,095 

385 

23 

78 

7,050 

11 

19, 936 

481 

€ 

72 

7,554 

6 

5,335 

153 

5 

50 

3,688 

6 

9,290 

376 

2 

102 

7,494 

37 

21,354 

1,256 

37 

386 

22,750 

20 

1,789 

13 

21 

7 

714 

24 

6 

8 

443 

5 

512 

53 

3 

21 

1,026 

5 

18,339 

1,166 

7 

357 

21, 281 

3 

3,115 

14 

1 

5 

272 

20 

11,067 

194 

17 

49 

3,733 

5 

864 

... 

5 

3 

3,316 

11 

4 

3 

197 

5 

3,207 

38 

6 

10 

572 

7 

3,680 

145 

2 

36 

2,964 

157 

38,796 

303 

165 

85 

6,392 

108 

16,449 

4 

118 

28 

10, 750 

78 

28 

28 

1,512 

10 

4,622 

55 

13 

20 

1,029 

8 

3,945 

65 

5 

24 

1,588 

3 

3,030 

101 

1 

13 

2,263 

7 

4,785 

36 

5 

20 

811 

4 

1,060 

4 

3 

4 

102 

3 

3,725 

32 

2 

16 

709 

575 

263, 848 

3,300 

549 

919 

64,473 

230 

43,455 

53 

259 

.164 

64, 926 

423 

157 

164 

8,819 

76 

31,630 

511 

52 

152 

9,935 

35 

39,996 

347 

30 

105 

7,021 

33 

37, 833 

654 

20 

143 

12,616 

17 

21,304 

392 

10 

106 

8,239 

9 

5,076 

203 

11 

74 

4,529 

11 

19,628 

717 

10 

175 

13,314 

Metal,  metal  work  (except  scrap) — 
"  Continued 

Nonferrous  metals,  metal  work.... 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  more  paid  employees 


Other  manufacturers'  agents: 
Amusement)  sporting  goods.. 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees 

8  or  9  paid  employees 

10  or  more  paid  employees. 


Books,  periodicals,  newspapers. 

No  paid  employees 

1  or  2  paid  employees 

3  to  7  paid  employees 

8  or  more  paid  employees 


Coal,  coke. 


Farm  supplies 

No  paid  employees 

1  paid  employee 

2  or  3  paid  employees.... 
4  or  more  paid  employees. 


Jewelry 

No  paid  employees, ....... 

1  paid  employee 

2  paid  employees 

3  paid  employees, 

4  or  more  paid  employees. 


Petroleum  and  products 

0  to  2  paid  employees 
3  or  more  paid  employees. 


Manufacturers'  agents,  n.e.c 
No  paid  employees 

1  paid  employee 

2  paid  employees 

3  paid  employees 

4  or  5  paid  employees 

6  or  7  paid  employees..... 

8  or  9  paid  employees 

10  or  more  paid  employees. 


Proprietors  of  unincorporated  businesses. 
Not  elsewhere  classified. 

Based  on  number  of  paid  employees  of  reporting  establishments  as  of  workweek  ended  nearest  Nov. 
15,  1948. 
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Table  X.  ~ MANUFACTURERS '   A0ENT8--UNITED  STATES,    BY  KIND  OF  BUSINESS:    19*8 

Establishments,   Transactions  Negotiated,    Comieelcma  Received,   and  Stocks 


Kind  of  business  and  class  of 
manufacturers'   agent 


Estab- 
lishments 


(Nuwber) 


Sales   (or  purchaaen)   negotiated, 
entire  year 


Total 

(Thouaand 
dollars) 


For 

others 

(Thousand 

dollars) 


For  own 
account 
(Thousand 
dollars) 


Ccaeudslons 
received1 


(Thousand 
dollars) 


of  year, 
at  coat 

(Thouaand 
dollar*) 


United  States,  total 

Negotiating  for  others  only., 

Negotiating  for  others  and  for  own 

account. ..,,....,..,, , , . 

Not  reporting  analyeia... 

Groceries,  confeotionery,  meats: 

Groceries,  foods  (exo.  as  specified) 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account » . 

Not  reporting  analysis ....... 

Confectionery , , . . . . . , . . 

Negotiating  for  others  only....... 

Negotiating  for  others  and  for  own 

account ,.,..,...,..,.., 

Not  reporting  analysis,., 

Meats,  meat  products, ,.....,..,, 

Negotiating  for  others  only , 

Negotiating  for  others  and  for  own 
account , 

Farm  products  vediwey. 

Dairy,  poultry  products, , , . , , 

Negotiating  for  others  only ,. 

Beer,  wines,  distilled  spirits: 

Wines,  distilled  spirits 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account, ....,,,,,,.., , . . . 

Not  reporting  analysis 

Drugs,  chemicals,  allied  products: 

Drugs,  drug  sundries.,... 

Negotiating  for  others  only, ,..,... 
Negotiating  for  others  and  for  pwn 

account ,  • . . , 

Not  reporting  analysis.,, ,.., 

Industrial  chemicals ........... 

Negotiating  for  others  only. , , 

Negotiating  for  others  and  for  own 

account, ....,,.... ,,,,,..< 

Not  reporting  analysis , 

Paints,  varnishes.... , ... 

Negotiating  for  others  only, 

Negotiating  for  others  and  for  own 

account ,,...,,,,, , 

Not  reporting  analysis,, 

Tobacco  and  products  (exc«  leaf ).,.,... 

Negotiating  for  others 

Not  reporting  analysis ,.... 

Dry  goods,  apparel: 

Clothing,  furnishings,  footwear 

Negotiating  for  others  only. ....... 

Negotiating  for  others  and  for  own 

account , 

Not  reporting  analysis 

Dry  goods  (exc,  hosiery,  underwear, 

piece  goods) , ,.,,< 

Negotiating  for  others  only. 

Negotiating  for  others  and  for  own 

account , , . , , . 

Not  reporting  analysis. , 

See  footnotes  at  end  of  table, 

9822400—52 44 


9,048 
6,647 


1,546 
855 


105 
65 


812 
665 


179 
142 


4,209,234 

a,iaB,aco 


754,035 
266,279 


95,307 
81,897 

11,590 
1,820 

34,180 
30,915 

2,212 
1,053 

3,371 

3,371 


4,631 
4,631 


4,323 
3,479 


47,305 
40,822 


5,475 
1,008 


85,863 
39,199 


33,575 
13,089 


16,635 
11,258 


4,900 
477 


214 
214 


311,871 
267,606 


20,692 
23,573 


63,892 
53,903 


6,116 
3,873 


n,a, 

3,188,920 

658,558 


9,261 
n.a. 


n.a. 
30,915 


1,987 
n.a. 


(x) 
(i) 


4,631 
4,63i 


n.a. 
3,479 


n.a. 
40,822 


5,247 
n.a. 


n.a. 
39,199 


28,830 
n.a. 


n.a. 
11,258 


4,646 
n.a. 


n.a. 
n.a. 


n.a. 
267,606 


17,547 
n.a. 


n.a. 
53,903 


5,271 
n.a. 


95,477 
n.a. 


2,329 


225 
n.a. 


M 
W 


228 
n.a. 


4,745 
n.a. 


254 

n.a. 


3,145 
n.a. 


845 
n.a. 


248,243 
182,284 


47,326 
18,633 


2,668 
1,993 


623 

52 


1,350 
1,216 


105 
105 


256 

175 


81 


3,326 
2,908 


353 

65 


3,538 
1,986 


1,134 
418 


858 
492 


325 

41 


15,893 
13,393 


1,038 
1,462 


3,337 
2,476 


519 
342 
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Table  X.— MANUFACTURERS' ■  AGENTS—UNITED  STATES,  BY  KIND  OF  BUSINESS:  1948— Continued 
Establishments,  Transactions  Negotiated,  Commissions  Received,  and  Stocks 


Kind  of  business  and  class  of 
manufacturers'  agent 


Estab- 
lishments 

Sales  (or 

purchases)  negotiated, 
entire  year 

Commissions 
received1 

Total 

For 
others 

For  own 
account 

(Number) 

(Thousand 
dollars) 

(Thousand 
dollars). 

(Thousand 
dollars) 

(Thousand 
dollars) 

274 
213 

217,834 
187,318 

n.a. 
187,318 

n.a. 

7,244 
6,197 

30 
31 

19,193 
11,323 

14,199 

n.a. 

4,994 
n.a. 

596 
451 

328 
271 

121,551 
104,448 

n.a. 

104,448 

n.a. 

7,569 
6,462 

32 

25 

9,910 
7,193 

8,653 
n.a. 

1,257 
n.a. 

666 
441 

381 
292 

148,408 
108, 168 

n.a. 

108,168 

n.a. 

9,641 
7,078 

65 
24 

35,187 
5,053 

30,740 

n.a. 

4,447 
n.a. 

2,146 

417 

136 
107 

54,485 
44,642 

n.a. 
44,642 

n.a. 

2,720 
2,226 

15 
14 

6,938 
2,905 

6,362 

n.a. 

576 
n.a. 

363 
131 

61 
48 

17,832 
12,383 

n.a. 
12,383 

n.a. 

1,299 
935 

7 

6 

4,325 
1,124 

3,023 

n.a. 

1,302 
n.a. 

257 
107 

6 
2 

4,435 

n.a. 

n.a. 

164 

3 

1 

378 
304 

I   4,435 

n.a. 

n.a. 

164 

314,648 
280,910 

n.a. 
280,910 

n.a. 

16,364 
13,753 

45 
29 

18,343 
15,395 

16,300 
n.a. 

2,043 
n.a. 

1,428 
1,183 

823 
629 

418,338 
328,818 

n.a. 
328,818 

n.a. 

27,057 
20,995 

117 
77 

5b, 4X5 
30,905 

49,629 
n.a. 

8,986 
n.a. 

3,966 
2,096 

291 
215 

171,979 
132,187 

n.a. 
132,187 

n.a. 

9,844 

7,625 

53 
23 

31,391 
8,401 

28,679 
n.a. 

2,712 
n.a. 

1,746 
473 

399 

296 

173,731 
140,908 

n.a. 

140,908 

n.a. 

10,948 
8,465 

61 
42 

17,714 
15,109 

15,502 

n.a. 

2,212 
n.a. 

1,333 
1,150 

617 
404 

203,142 
121,049 

n.a. 
121,049 

n.a. 

16,674 
9,836 

166 
47 

69,885 
12,208 

59,484 
n.a. 

10,401 
n.a. 

5,517 
1,321 

110 

88 

63,098 
51,417 

n.a. 
51,417 

n.a. 

2,859 
2,233 

12 
10 

6,232 
5,449 

5,274 
n.a. 

958 
n.a. 

325 
301 

Dry  goods,  apparel — Continued 

Hosiery,  underwear/ piece  goods 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis. 

Furniture,  home  furnishings: 

Furniture  (household,  office) 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Home  furnishings,  Sloor  coverings. . . . 

Negotiating  for  bxfters  only 

Negotiating  for  others-  and  for  own 

account 

Not  reporting  analysis •». 

Paper  products: 

Paper  (exc  stationery) 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Stationery,  office  supplies 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account. 

Not  reporting  analysis 

Automotive : 

Automobiles,  other  motor  vehicles.... 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Automotive  equipment,  tires  and  tubes 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account • 

Not  reporting  analysis 

Electrical  goods: 

Wiring  supplies,  apparatus 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account. 

Not  reporting  analysis 

Electrical  appliances,  specialties... 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account » 

Not  reporting  analysis 

Hardware,  plumbing,  heating: 

Hardware 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Plumbing,  heating  equipment,  supplies 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Lumber,  construction  materials: 

Lumber,  millwork 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account. 

Not  reporting  analysis 

See  footnotes  at  end  of  table. 
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Table  X.  —MANUFACTURERS •  AGENTS— UNITED  STATES,  BY  KIND  OF  BUSINESS:  19-18— Continued 
Establishments,  Transactions  Negotiated,  Commissions  Received,  and  Stocks 


Kind  of  business  and  class  of 
manufacturers'  agent 


Sales   (or 

purchases)   negotiated, 
entire  year 

Comal unions 
received1 

(Thousand 
dollars) 

Stocks  on 
hand,   end 

llshments 
(Number) 

Total 

(Thousand 
dollars) 

For 
others 
(Thousand 
dollars) 

For  own 
account 
(Thousand 
dollars) 

of  year, 
at  cost 

(Thousand 
dollars) 

134 

88 

43,843 
28,078 

n.a. 
28,078 

n.a. 

3,593 
2,030 

364 
2C 

31 
15 

9,179 
6,586 

7,593 

n.a. 

1,586 
n.a. 

973 
590 

341 

2 

211 
128 

58,944 
41,072 

n.a. 
41,072 

n.a. 

4,530 
2,326 

606 
17" 

56 
27 

11,460 
6,412 

8,596 

n.a. 

2,864 

n.a. 

1,152 
1,052 

292 

136 

51 
33 

18,440 
11,762 

n.a. 
11,762 

n.a. 

1,634 
1,139 

33C 
202 

12 
6 

4,237 

2,441 

3,550 
n.a. 

687 
n.a. 

255 
240 

9C 
36 

29 
18 

9,158 
4,066 

n.a. 
4,066 

n.a. 

781 
426 

172 
4- 

8 
3 

5,028 
64 

4,080 
n.a. 

948 
n.a. 

348 
7 

126 

1,589 
1,033 

564,087 
371,693 

n.a. 
371,693 

n.a. 

47,655 
31,138 

3,31C 
1,086 

407 
149 

153,423 
38,971 

132,286 

n.a. 

21,137 
n.a. 

13,196 
3,321 

1,746 
476 

54 
41 

10,603 
7,213 

n.a. 
7,213 

n.a. 

945 
657 

7C 
12 

9 
4 

2,768 
622 

2,166 
n.a. 

602 
n.a. 

251 
37 

54 
A 

193 
139 

97,011 
77,970 

n.a. 
77,970 

n.a. 

4,204 
3,173 

241 
51 

34 

20 

14,300 
4,741 

12,565 
n.a. 

1,735 
n.a. 

745 
286 

161} 
17 

108 
81 

78,075 
46,772 

n.a. 
46,772 

n.a. 

3,972 
2,591 

104 
32 

19 

8 

29,983 
1,320 

28, 550 

n.a. 

1,433 
n.a. 

1,275 
106 

5C 
22 

395 
306 

265,622 

201,655 

n.a. 
201,655 

n.a. 

11,695 
8,940 

45C 
231 

66 
23 

54,397 

9,570 

49,704 
n.a. 

4,693 
n.a. 

2,185 

570 

219 

66 
55 

45,215 
37,925 

n.a. 
37,925 

n.a. 

1,703 
1,464 

5 
3 

7 
4 

4,799 
2,491 

4,574 
•    n.a. 

225 
n.a. 

165 
74 

2 

210 
158 

98,198 
79,874 

n.'a. 
79,874 

n.a. 

6,157 
4,796 

181 
96 

38 
14 

14,370 
3,954 

12,738 
n.a. 

1,632 
n.a. 

1,101 
260 

85 

Lumber,  construction  materials — Con- 
tinued 

Other  construction  materials 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Machinery,  equipment,  supplies: 

Commercial  machines,  equipment 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Construction  machinery,  equipment. . . 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Farm-dairy  machinery,  equipment 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis. , 

Industrial  machinery,  equipment, 

supplies 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis..  .......... 

Professional  equipment,  supplies. . . . 
Negotiating  for  others  nnly. ,....., 
Negotiating  for-  others  and  for  own 

account. 

Not  reporting  analysis  

Service  establishment  equipment, 

supplies 

Negotiating  for  others  only , 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Transportation  (exc.  automotive) 

equipment,  supplies 

Negotiating  for  others  only , 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis. , 

Metal,  metal  work  (exc.  scrap): 

Iron,  steel  and  products , 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account. 

Not  reporting  analysis 

Nonferrous  metals,  metal  work --■ 

Negotiating  for  others  only 

-Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

Other  manufacturers'  agents: 

Amusements , sporting  goods 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 

See  footnotes  at  end  of  table. 
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Table  X. —MANUFACTURERS •  AGENTS— UNITED  STATES,  HI  KIND  OF  BUSINESS:  1948— Continued 
Establishments,  Transactions  Negotiated,  Commissions  Received,  and  Stocks 


Kind  of  business  and  class  of 
manufacturers '  agent 


Esteb- 


Sales  (or  purchases)  negotiated, 
entire  year 


(Number) 


(Thousand 
dollars) 


For- 
others 

(Thousand 
dollars) 


For  own 
accounts 

(Thousand 
dollars) 


received1 


(Thousand 
dollars) 


Stocks  on 
hand,  end 
of  year, 
at  cost 
(Thousand 
dollars) 


Other  manufacturers'  agents— Continued 

Books,  periodicals,  newspapers 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysif 


Coal,  coke 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 
account 


Farm  supplies 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 


Not  reporting  analysis. 


Jewelry 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis 


Petroleum  and  products 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 


Manufacturer's  agents,  n.e.c 

Negotiating  for  others  only 

Negotiating  for  others  and  for  own 

account 

Not  reporting  analysis..... 


157 
119 


575 
410 


21,35* 
20,055 


875 
424 


3,115 
3,115 


11,067 
8,029 


3,038 


38,796 
32,566 


5,093 
1,137 


4,785 
4,785 


263,848 
162,651 

74,713 
26,484 


n.a. 
20,055 


850 


(x) 
(x) 


8,029 


n.a. 
32,566 

4,640 
n.a. 

(x) 

(x) 

n.a. 
162,651 

69,912 
n.a. 


(x) 
(x) 


n.a. 
n.a. 


453 

n.a. 


(x) 
(x) 


4,801 
n.a. 


2,790 
2,466 


287 
37 


418 
195 


223 

2,459 
2,043 

317 
99 

164 

155 

9 


11,677 
8,005 

2,318 
1,354 


434 
94 


315 
25 


x  Withheld  to  avoid  disclosure, 
n.a.  Not  available  or  not  applicable, 
n.e.c.  Not  elsewhere  classified. 

1  On  sales  (or  purchases)  negotiated 


for  others. 
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APPENDIX  B 

CASE  STUDY  INTERVIEW  OUTLINES 

Case  Study  of  the  Manufacturers  Employing  Agents 


I.    Identification  of  establishment 

A.  Name  of  establishment 

B.  Location 

C.  Owners  (where  applicable) 

D.  Date  established  or  acquired  by  present  owner 

II.    Description  of  business 

A.  Legal  form  of  organization 

B.  Total  number  of  plants  located  in  United  States 

C.  Annual  sales  volume 

Under  $25,000;  $25,  000-$  100,  000;  $  100,  001 -$  250,  000; 
$250,  001 -$500,  000;  $500,  001-$  1,  000,  000;  $  1,  000,  001 - 
$5,000,000;  $5,000,001-$10,000,000;  $10,000,001- 
$25,000,000;  $25,  000,  001 -$  50,  000,  000;  over 
$50,000,000 

D.  Kind  of  business  (Gene-al  description- -Appliances, ma- 
chine tools,    electrical  equipment,    etc.  ) 

E.  Number  of  States  the  manufacturer  covers  in  his  selling 
operations 

III.    Products  policy 

A.  Number  of  products  and  lines  produced 

B.  List  the  principal  commodities  sold  through  manufac- 
turers' agents  and  the  approximate  percentage  of  total 
sales  these  commodities  account  for; 

1.  What  is  the  average  unit  value  of  products  sold 
'     through  agents? 

2.  How  frequently  do  buyers  repurchase  these  products? 

3.  Are  the  products  handled  by  agents  established 
products  or  merely  handled  by  the  agent  during  the 
introductory  marketing  program? 

4.  Do  you  permit  agents  to  handle  competing  brands? 

5.  Does  it  matter  to  you  whether  the  agent  deals  in 
goods  on  his  own  account? 

C.  What  are  the  peculiar  characteristics  about  your  products 
which  make  it  desirable  to  sell  through  agents? 

D.  Warehousing 

1.  Are  stocks  carried  by  the  agents? 

a.  If  so,    who  owns  them? 

b.  Are  they  for  display  purposes  or  are  deliveries 
made  from  these  stocks? 

2.  Are  repair  parts  carried  by  the  agents? 
(if  applicable) 

a.    If  not,    how  are  repair  parts  handled? 
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3.  Is  speed  of  delivery  an  important  competitive  factor? 

a.    If  yes,   is  the  present  warehousing  arrangement 
satisfactory? 

4.  If  stocks  are  warehoused  locally  by  the  manufacturer, 
are  public  or  private  warehouses  used? 

a.    Are  warehousing  facilities  ever  used  for  credit 
purposes?    (Field  warehousing,    etc.) 

IV.    Channels  of  distribution 

A.  If  not  all  of  your  products  are  distributed  through  manufac- 
turers*agents,  what  alternative  channels  of  distribution  are 
used: 

1.  Own  salesmen 

2.  Sales  branches  and  offices 

3.  Wholesalers 

4.  Other  types  of  agent  middlemen 

a.    Why  are  these  products  not  sold  through 
manufacturers  agents? 

B.  If  it  was  felt  desirable,   does  the  company  have  ample 
financial  strength  to  organize  and  maintain  its  own  sales 
force? 

C.  Is  continuous  representation  in  the  market  needed  so  that 
brokers  and  commission  merchants  cannot  be  used  to 
advantage  ? 

1.    If  not,   why  are  these  middlemen  not  used? 

V.   Sales  policies  used  in  conjunction  with  manufacturers' agents 

A.  How  many  agents  represent  you? 

B.  Generally  speaking,   how  long  have  they  been  in  business 
for  themselves? 

C.  Where  are  these  agents  located?  (cities  and  Territories) 

D.  How  were  they  selected? 

E.  How  are  they  trained? 

1.  Training  before  association  with  your  company? 

2.  Training  since  they  have  represented  your  company? 

F.  Do  you  maintain  any  "house  accounts"  in  the  agents  terri- 
tory? 

G.  Is  the  agent  given  a  sales  quota? 

1.    For  what  reason? 
H.    Do  you  provide  the  agent  with  missionary  sales  assistance? 

1.    If  so,    how  important  is  it? 
I.     Do  you  expect  the  agent  to  perform  other  functions  for  you 
than  just  personal  selling? 
(Such  as  dealer  help  and  assistance?) 
J.    Is  the  frequency  of  agents'  calls  specified? 
K.  Exactly  on  what  basis  are  the  agents  compensated? 

VI.    Advertising,    service, and  promotion 

A.    Do  you  as  a  manufacturer  accept  all  of  the  responsibility 
of  advertising  your  product? 

1.  Is  advertising  more  important  as  a  demand  creation 
factor  than  personal  selling? 

a.    If  not,   which  of  the  demand  creation  functions  is 
most  important? 

2.  If  you  do  not  accept  all  responsibility  for  advertising: 
a.    Do  you  expect  the  agent  to  advertise? 

m  1.    How  much? 

2.    How  is  this  advertising  paid  for?  (allowance) 

3.  Is  there  any  consumer  advertising  of  your  product? 
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.B.   How  are  inquiries  to  your  advertising  from  customers  in 
the  agents'  territories  handled? 

1.    How  are  commissions  paid  for  business  obtained 
from  these  inquiries? 

C.  Are  catalogues  used-- 

1.  By  manufacturer? 

2.  By  agent? 

D.  What  types  of  promotional  aids  do  you  furnish  the  agent? 

E.  Is  service  an  important  factor  in  creating  product 
acceptability? 

1.  If  so,    is  the  agent  particularly  suited  for  this 
purpose? 

2.  What  type  of  service  is  involved?    (Installation, 
maintenance,   training  of  operators,   etc.) 

3.  How  are  guarantees  and  adjustments  handled? 

4.  If  extensive  service  is  required  by  the  agent,  is  this 
expected  to  be  handled  by  his  normal    commission? 

F.  What  is  most  important  factor  in  demand  creation? 

VII.    Price  policy 

A.  How  do  you  quote  prices  on  products  which  are  sold  by 
agents? 

B.  Does  the  agent  have  any  authority  to  change  prices,   dis- 
counts or  terms  of  sale?  If  so,   what  authority? 

C.  Does  the  agent  have  any  authority  with  respect  to  credit? 

D.  Are  commissions  of  the  agent  contingent  on  buyer's  pay- 
ments? 

E.  Does  the  agent  do  any  collecting  of  slow  accounts? 

VIII.    Miscellaneous 

A.  Over  the  last  20  years  or  since  this  company  was 
established,   what  has  been  the  major  problem  faced  in 
using  manufacturers'  agents  to  market  your  product? 
How  has  this  been  handled? 

B.  What  is  the  most  important  reason  for  your  using  manu- 
facturers' agents? 

C.  What  is  the  major  disadvantage  of  manufacturers*  agents? 

D.  How  would  you  recommend  manufacturers'  agents  to  alter 
their  procedures  and  practices  to  make  them  more 
valuable  to  the  manufacturers? 
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Case  Study  of  the  Manufacturers'  Agent 


I.    Identification  of  establishment 

A.  Name  of  establishment 

B.  Location 

C.  Owners 

D.  Date  established  or  acquired  by  present  owner 

II.    Description  of  business  and  brief  history 

A.  Brief  history   of  agency  including  positions  held  by  agents 
prior  to  operation  of  this  establishment. 

1.    If  unincorporated,   number  of  active  proprietors. 

B.  Total  number  of  similar  places  of  business  operated  by  the 
owner. 

C.  Kind  of  business  (Hardware,    furniture,   machinery,    etc.) 

D.  Annual  sales  volume 

under  $10,000;  $  10,  000-$49,  999;  $50,  000-$999,  999; 
$  1, 000,  000-$ 1, 999, 999;  $2, 000,  000-$ 2, 999, 999; 
$  3,  000,  000  and  over. 

E.  Territory  covered  (Counties  or  States) 

III.    Product  policy 

A.  Number  of  products  and  lines. 

B.  List  principal  commodities  sold  and  approximate  percent- 
age of  total  transactions  accounted  for  by  each  commodity. 

1.    What  is  the  average  unit  value  of  products  sold? 

C.  Number  of  different  manufacturers  represented. 

1.  List  the  names  of  manufacturers  represented  and 
plant  location. 

2.  Do  you  sell  all  the  products  the  manufacturer  produces? 

a.    What  percent  of  his  different  products? 

3.  Do  the  manufacturers  you  represent  also  sell  through 
other  channels  of  distribution? 

a.  Own  salesmen 

b.  Branches  and  offices 

c.  Wholesalers 

d.  Other  types  of  agents 

1.    Why? 

4.  How  long  have  the  manufacturers  you  represent  been 
in  business? 

D.  How  long  have  present  lines  been  carried? 

1.    How  did  the  agent  select  his  present  lines? 

E.  Under  what  conditions  are  products  added  or  dropped  from 
the  line? 

F.  Does  the  agent  provide  the  manufacturer  with  style  or  other 
product  advice? 

G.  Does  the  agent  deal  in  goods  for  his  own  account? 

1.  What  percentage  of  total  volume  do  these  sales  con- 
tribute ? 

2.  What  is  the  reaction  of  manufacturers  whose  lines  are 
handled  on  an  agent  basis  to  this  policy? 

IV.   Warehousing 

A.    Are  stocks  carried  by  this  agent? 

1.  If  so,   who  owns  them? 

2.  Are  they  for  display  purposes  or  are  deliveries  made 
from  these  stocks? 


APPENDIX  B  225 

IV.    Warehousing  —  Continued 

B.  Are  repair  parts  carried?   (If  applicable) 

1.     If  not,    how  are  repair  parts  handled? 

C.  Is  speed  of  delivery  an  important  competitive  factor? 

1.    If  yes,    is  the  present  warehousing  arrangement 
satisfactory  for  this  purpose? 

D.  Are  local  deliveries  made  from  private  or  public  ware- 
houses? 

E.  Are  warehousing  facilities  ever  used  for  credit  purposes? 
(Field  warehousing,    public  warehouse  receipts,    etc.) 

V.   Sales   policies    and   practices 

A.  Chart  the  sales  organization  of  this  agency. 

B.  How  many  salesmen  does  this  agent  have? 

C.  Exactly  how  and  on  what  basis  does  the  agent  receive  his 
compensation?  (Commissions  paid  after  customer  pays, 
etc.) 

D.  How  are  the  agent's  salesmen  compensated? 

1.    How  are  expenses  handled? 

E.  How  are  salesmen  trained? 

F.  What  types  of  buyers  are  solicited?   (Retailers,    wholesalers) 

1.    Approximately  what  percentage  of  total  sales  does 
each  class  of  buyer  represent? 

G.  How  frequently  are  accounts  called  on? 

H.    Does  the  agent  or  manufacturer  use  sales  quotas? 

1.    For  what  purpose?    (Keep  agency,    bonus  purposes,    etc.) 
I.     Does  the  manufacturer  provide  missionary  sales  assistance? 
J.    Do  manufacturers  maintain  any  "house  accounts"  in  the 

agent's  territory? 
K.   Is  customer  entertaining  a  regular  sales  policy? 
L.   What  do  you  think  is  the  key  factor  in  this  agents  ability  to 

merchandise  his  line? 

VI.    Advertising  policies  and  practices 

A.  Does  the  agent  do  any  advertising? 
If  so, 

1.  What  types  of  media  are  used?   (direct  mail,   trade 
papers,   etc.) 

a.    What  is  the  relative  importance  of  each  media  as 
a  percentage  of  total  advertising  appropriations? 

2.  How  much  advertising  is  done? 

(annual  dollar  appropriations  and  as  a  percent  of  sales, 
if  available. ) 

3.  How  frequent  is  advertising  used? 

4.  How  is  the  advertising  paid  for? 

(Does  the  agent  have  an  advertising  allowance  or  is  he 
expected  to  pay  for  it  out  of  commissions?) 

5.  How  are  customer  inquiries  in  response  to  manu- 
facturers'advertising  from  the  agents  territory 
handled? 

a.    How  are  commissions  paid  for  business  obtained 
from  these  inquiries? 

B.  Does  the  agent  use  catalogues? 
If  so, 

1.  Are  they  agent's  own  catalogue  or  are  they  furnished 
by  the  manufacturer? 

2.  How  are  they  paid  for? 

3.  How  are  they  distributed?    (salesmen  or  mail) 

C.  What  types  of  promotional  materials  does  the  manufacturer 
provide  for  the  agent? 
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VII.   Service  policy 

A.  Is  engineering  service  involved  in  the  sale  of  the  agents 
lines? 

If  so, 

1.  What  type  of  engineering  service  is  involved? 
(installation,    maintenance,   training  of  employees, 
cost  analysis,    plant  layout.  ) 

2.  How  important  is  it  to  the  ultimate  sale? 

3.  What  educational  or  experience  background  is 
needed  to  effectively  perform  this  service? 

4.  Is  engineering  service  necessary  before  or  after 
the  sale,    or  both? 

5.  Is  a  separate  charge  made  for  this  service,    or  is 
it  included  in  the  price  of  the  product  and  the 
buyer? 

B.  How  are  guarantees  and  adjustments  handled? 

C.  What  other  types  of  promotional  activities  are  engaged  in 
addition  to  sales,   advertising,   and  service? 

VIII.   Credit  policies  and  practices 

A.  What  authority  does  the  agent  have  with  respect  to  credit? 

B.  On  what  basis  is  credit  granted?  (Dun  &  Bradstreet  rating, 
etc. ) 

C.  Does  the  agent  do  any  collecting  for  the  manufacturer? 

D.  Are  commissions  contingent  on  buyers'  payments  ? 

IX.   Pricing 

A.  Does  the  agent  have  any  control  over  prices? 

1.  If  so,   how  much? 

2.  If  not,   is  the  price  rigidity  a  significant  factor  in  the 
agent's  ability  to  compete? 

B.  How  are  prices  quoted?  (F.O.  B.  ,    delivered,   etc.) 

C.  What  terms  of  sale  are  used?    (2/l0  N  30,    etc.  ) 

D.  Are  functional  or  trade  discounts  allowed?  What  are  they? 

E.  Is  anticipation  allowed? 

F.  Is  seasonal  discounts  and  advanced  billing  ever  used?  If 
so,   for  what  purpose?  (To  shift  the  storage  functions, 
reduce  seasonal  peaks,   etc.) 

X.   Competition 

A.  What  types  of  establishments  provide  the  most  competition 
for  the  agent  (Manufacturers' branches,   wholesalers, 
other  manufacturers'  agents,    etc. )  ? 

1.    What  in  the  agent's  opinion  is  his  greatest  advantage 
of  his  major  competitor? 

B.  Why  does  the  agent  feel  he  can  represent  the  manufacturer 
to  better  advantage  than  any  alternative  channel  of  dis- 
tribution the  manufacturer  might  select? 

C.  What  special  advantages  do  the  agents  offer  to  buyers  to 
make  it  desirable  for  them  to  purchase  from  them  rather 
than  some  other  type  of  wholesale  establishment? 

D.  Over  the  last  twenty  years,    or  since  this  agency  has  been 
established,   what  has  been  the  major  competitive  problem 
faced  by  the  agent,    and  how  has  it  been  handled? 
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EXPLANATION  OF  CENSUS  TERMS 

Active  proprietors  of  unincorporated  businesses  .--Active  proprie- 
tors include  owners  or  partners  of  unincorporated  businesses  who 
devoted  the  major  portion  of  their  time  to  the  operation  of  the  business 
during  November  1948. 

Administrative  offices  and  auxiliary  units  .--These  include  locations 
of  a  multiunit  organization  which  service,  or  are  auxiliary  to,  the 
wholesale  establishments  within  the  organization.  They  are  not  pri- 
marily engaged  in  selling  merchandise.  Included  are  such  locations 
as  district  offices,  purchasing  offices,  central  warehouses,  garages, 
etc.,  primarily  engaged  in  performing  administrative  or  other  auxil- 
iary functions.  Chain-store  warehouses  and  central  warehouses 
which  service  the  retail  establishments  of  their  own  organization 
are  classified  in  Retail  Trade. 

Agents  and  brokers  .--Establishments,  the  operators  of  which  are 
in  business  for  themselves,  negotiating  for  others  sales  or  purchases 
of  merchandise  in  domestic  or  foreign  trade,  but  who  do  not,  as  a 
rule,  take  title  to  the  merchandise.  They  may  represent  a  single 
client  or  a  group  of  clients,  either  buyers  or  sellers  but  not  both 
in  the  same  transaction,  and  compensation  is  usually  in  the  form 
of  commissions  or  brokerage.  Sales  as  shown  for  agents  and  brokers 
represent  the  sales  (or  purchase)  value  of  the  goods  in  the  trans- 
actions negotiates  and  include  some  approximation  as  many  of  them 
do  not  maintain  iecords  of  the  dollar  sales.  In  such  cases  carefully 
prepared  estimates  are  included. 

In  the  agents  and  brokers  field  it  is  often  difficult  to  distinguish 
the  various  detailed  types  of  operation.  This  is  particularly  true  of 
brokers,  commission  merchants,  manufacturers'  agents,  and  selling 
agents . 

Establishments  .--Establishments  consist  of  all  wholesale  places 
of  business  as  well  as  administrative  offices,  central  warehouses, 
and  other  units  of  multiunit  organizations  which  service,  or  are 
auxiliary  to,  the  wholesale  establishments  of  the  organization. 
The  count  represents  the  number  of  establishments  in  business  at 
the  end  of  1948. 

Establishment  basis  of  the  census  .--Census  of  Business  figures 
represent  a  summary  of  reports  for  individual  "establishments" 
rather  than  for  the  combined  activities  of  "companies."  A  separate 
report  was  obtained  for  each  location  at  which  business  was  con- 
ducted, including  each  location  of  multiunit  organizations.  For  such 
organizations,  a  separate  report  also  was  obtained  for  each  central 
warehouse,  administrative  and  district  office,  and  each  other  location 
(other  than  a  manufacturing  plant)  which  serviced,  or  was  auxiliary 
to,  establishments  of  the  organization  reported  to  the  Business 
Census.  Each  report  was  tabulated  in  accordance  with  the  physical 
location  of  the  establishment. 

Kind  of  business  .--Each  wholesale  establishment  was  assigned 
a  kind-of -business  classification.  In  general,  the  kind-of-business 
classification  assigned  was  based  on  the  analysis  which  each  estab- 
lishment reported  of  its  total  sales  classified  into  individual  commodity 
lines.  As  lines  handled  by  a  single  wholesale  establishment  frequently 
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are  quite  broad  and  may  overlap  classifications --e.g.,  tobacco  and 
confectionery,  groceries  and  wines  and  liquors,  hardware  and  auto- 
motive supplies--kind-of-business  classification  is  determined  by 
the  predominant  activity  as  shown  by  the  commodity  line  sales 
analysis,  and  all  of  the  business  of  the  establishment  is  included  in 
the  one  classification.  For  some  kinds  of  business,  such  as  mill 
supply,  industrial  supply,  heating  and  plumbing,  and  school  supply 
businesses,  usual  trade  designations,  rather  than  predominant  mer- 
chandise lines,  determine  classification. 

The  kind-of-business  classification  of  each  warehouse,  administra- 
tive office,  and  auxiliary  unit  is  based  on  the  classification  of  the 
wholesale  establishments  in  the  parent  organization  which  it  services 
or  to  which  it  is  auxiliary. 

Wholesale  establishments  are  classified  into  145  kinds  of  business. 
These  145  detailed  classifications  are  grouped  into  53  trade  classi- 
fications  which  are   further   arranged  according  to    17  major  groups. 

Manufacturers*  sales  branches,  offices  .--Establishments  maintained 
apart  from  manufacturing  plants  by  manufacturing  and  mining  com- 
panies primarily  for  selling  or  marketing  their  products  at  whole- 
sale. Branch  stores  selling  to  household  consumers  or  individual 
users  are  classified  in  Retail  Trade.  Sales  branches  or  office's 
located  at  manufacturing  plants  or  at  general  administrative  offices 
of  manufacturers  are  excluded  unless  operated  as  separate  and 
distinct  businesses.  Separately  incorporated  subsidiaries  of  manu- 
facturing and  mining  companies  identified  with  parent  company  and 
selling  its  products  only  are  included,  whereas  these  establishments 
are  classified  as  "Merchant  wholesalers'*  in  the  Standard  Industrial 
Classification  Manual. 

Merchant  wholesalers  .--This  major  group,  which  in  the  1939  Busi- 
ness Census  was  known  as  "Service  and  limited-function  wholesalers,'* 
consists  of  establishments  usually  known  as  wholesalers,  distributors, 
jobbers,  supply  houses,  etc.  They  are  primarily  engaged  in  buying, 
taking  title  to,  and  where  customary,  physically  storing  and  handling 
goods,  and  selling  the  goods  at  wholesale  principally  to  retailers, 
to  industrial  and  commercial  users,  and  to  other  wholesalers. 
Establishments  in  this  group  may  perform  operations  on  the  goods 
incidental  to  the  wholesale  trading  and  delivery,  such  as  installing 
machinery,  equipment,  and  fixtures.  Separately  incorporated  sales 
subsidiaries  of  manufacturing  and  mining  companies,  buying  and  selling 
merchandise   on  their   own  account,  are  included  in  this  major  group. 

Operating  expenses  .--Total  operating  expenses,  sometimes  referred 
to  as  "overhead,"  includes  all  expenses  incurred  during  the  census 
year  by  the  reporting  establishment.  It  includes  pay  roll  as  well  as 
other  overhead  expenses,  but  not  the  cost  of  merchandise  sold, 
nor  does  it  include  withdrawals  by  owners  of  unincorporated  businesses. 
It  covers  such  items  as  administrative,  selling,  warehousing,  delivery, 
occupancy,  and  miscellaneous  expenses. 

For  agents  and  brokers,  and  commission  petroleum  bulk  stations 
the  entries  under  the  heading  "Operating  expenses"  in  1948  represent 
the  amount  of  brokerage  or  commissions  received  rather  than  over- 
head expenses  incurred. 

Paid  employees  .--Paid  employees  consist  of  the  number  of  employees 
including  salaried  officers  and  executives  of  corporations  who  were 
on  the  pay  roll  for  the  specified  workweeks. 

Pay  roll. --Pay  roll  includes  all  compensations  (salaries,  wages, 
commissions,  and  bonuses)  paid  during  the  specified  period  to  all 
employees.  For  corporations,  it  includes  amounts  paid  to  officers 
and  executives;  it  does  not  include  compensation  for  proprietors 
or   firm   members    of  unincorporated  businesses.  Pay  roll  is  reported 
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before      deductions     for     Social     Security,     income     tax     withholding, 
insurance,  dues,  etc. 

Pay  roll--entire  year. --All  amounts  paid  during  the  census  year 
to  employees  are  included  in  this  item. 

Pay  roll  —  specified  workweeks .- -All  amounts  paid  to  employees 
on  pay  roils  for  the  workweek  ending  nearest  March  15,  July  15, 
and  November  15  are  included  in  these  items.  Provision  was  made 
for  reporting  pay  roll  adjusted  to  the  workweek  where  the  pay 
period,  was  on  other  than  a  workweek  basis,  and  also  for  reporting 
on  a  workweek  basis  commission  and  bonus  payments.  However, 
for  a  number  of  establishments  annual  pay  roll  figures  included 
amounts  not  allocated  to  weekly  pay  rolls. 

Sales  .--Sales  include  receipts  from  merchandise  sold  during  1948 
together  with  any  receipts  from  repairs  or  other  services  to  cus- 
tomers, after  deducting  returns  and  allowances  and  trade  discounts. 
Sales  of  merchandise  for  others  on  a  commission  basis  are  included 
as  well  as  sales  for  the  account  of  the  reporting  establishment- 
Local  and  State  sales  taxes  or  Federal  excise  taxes  collected  by  the 
wholesale  establishments  directly  from  customers  and  paid  directly 
to  local,  State,  or  Federal  taxing  agencies  are  included.  Gasoline, 
liquor,  tobacco,  and  other  excise  taxes  paid  by  the  manufacturer 
or  supplier  and  passed  along  to  the  wholesale  establishment  are 
also  included  in  the  sales  figure 

Sales  figures  therefore  repr*setit  total  sales  and  receipts  of  all 
establishments  primarily  engaged  in  wholesale  trade.  They  do  not 
include  sales  by  manufacturing  plants,  general  administrative  offices 
of  manufacturers,  retailers,  and  other  businesses  whose  primary  ac- 
tivity is  other  than  wholesale  trade. 

Some  establishments  included  in  Wholesale  Trade  (such  as  buying 
brokers,  purchasing  agents,  syndicate  buyers,  country  grain  elevators, 
and  cream  stations)  are  engaged  chiefly  in  buying  from  the  trade 
or  public  for  clients  or  for  parent  organizations,  selling  being 
incidental  or  nonexistent.  These  establishments  reported  purchases 
in  lieu  of  sales.  Sales  as  shown  for  agents  and  brokers  represent 
the  selling  value  of  the  goods  in  the  transactions  negotiated. 

Scope  of  the  census. --The  1948  Census  of  Business  covers  Retail, 
Wholesale,  and  Service  Trades.  Retail  and  Wholesale  Trades  in  the 
Business  Census  correspond  with  minor  exceptions  to  these  trade 
divisions  as  described  in  the  Standard  Industrial  Classification 
Manual,  issued  May  1949,  under  the  sponsorship  of  the  Bureau  of  the 
Budget,  Executive  Office  of  the  President.  For  a  discussion  of  the 
census  scope  of  Service  Trade,  see  Introduction  to  volume  VI: 
Service  Trade--General  Statistics.  All  previous  Business  Censuses 
covered  Retail  and  Wholesale  Trades;  Service  Trades  were  first 
enumerated  in  the  1933  Census. 

Stocks  on  hand.- -Stocks  are  defined  as  the  inventory,  at  cost 
value,  of  merchandise  on  hand  for  sale  as  of  the  end  of  1948.  Goods 
owned  and  out-on-consignment  are  included  but  not  the  value  of 
merchandise  of  others  held  for  sale  on  consignment. 

Wholesale  establishments  .--These  are  separate  places  of  business 
primarily  engaged  in  selling,  or  acting  as  an  agent  in  selling 
merchandise  to  (or  buying  for)  business  concerns,  regardless  of 
whether  the  latter  purchased  for  resale  or  for  business  use.  The 
place  of  business  may  be  a  warehouse  from  which  sales  are  made 
at  wholesale,  a  sales  or  brokerage  office,  or  part  of  an  office  that 
may  be  shared  with  others.  Each  establishment  of  organizations 
operating   at   more   than   one   place    of  business  is  counted  separately. 

Although  the  1948  Census  of  Business  enumerated  all  wholesale 
establishments    regardless    of   size,  tabulations  exclude  data  for  those 
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that  operated  during  the  entire  year  1948  but  had  sales  of  less  than 
$5,000.  In  1939  the  corresponding  figure  for  exclusion  from  the 
tabulation  was  $500. 

Wholesale  Trade. --Wholesale  Trade,  in  the  1948  Census  of  Business, 
includes  establishments  primarily  engaged  in  selling  merchandise 
to  retailers,  to  industrial,  commercial,  institutional,  or  professional 
users;  or.  to  other  wholesalers;  or  acting  as  agents  in  selling  mer- 
chandise  to.  (or   buying   merchandise  for)  such  companies  or  persons. 
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